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authorizes the Department of tiae Treasury to prescrive
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Isorovewent in tne Federal Governnent's nandlial ana
concrcl of suvlic funds nas been a persistent 7oal durin,
the ford, Carter, and Leazan administrations.' Jurin: tae
1d=1970's tine initizl philocsophy for ingrovin: severnienta:
acney danacement was to improve controls, but today the
emphasis nas snifted to using cash manacement as o deans

N .

of reducin; the Federal Governaent's Jdedt znd the cost ¢f
that debt. [Ref. 1],

A dbarrzge of corniressional Actions has occurred in
recent years (The Promp£ Pavnent Act, The Debt Collection
Act, and Federal llanagers Financial Intezrity JAct) uhlch
demonstrate tThat lawnakers and the American voters uwant
sovernrent nanazers to handle cash iore efficiently. In
addition, thne current adininistration nas shown 3 unijus

underlined by the creation of {he Grace

interaest a

0n

Conmission, thne President's Council on Inte:rity zad
Zfficiency, tue Reforu 33 Project, 9.7 Circularz: 5=173

(Internal Control Systems), A-125 (Proupt 2aysent),

and =122 (Tlanaging Toderel Cralit Progruzus)  and TLD
V11 it juse T LA (" o'y Tl s ATA A “‘) -~ i 7D '7‘] (“y-)"'f‘
RE0 BN RCR VS B FCTM PR LCas.a adanajenmenc and o= wrr2a1e
Lenortin:)., These initiatives clearly iadicate thac
effective uanajenent of casn is dein; <iven i 0 srioriuy,
(Refe 17,

™

. Y w, g . I} 0 f TROSN -.)'*._‘ w \..’. » "‘.‘.’.-.h‘.v .-F‘-'_'“-
‘.l’q. by :.is‘!'o ‘;‘ .0'2‘5:‘1?9., I'Q,l |.l§l‘g.' ..'h'....l.\'], ll.. , Lo 'w by \" " .‘ A% " ?‘ p
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' In 1333, usin:g his euperience as jovernor of Califernia,

3; President feagan as:xed a zroup from tae private cector to

fé study Federal Jovernment operztions and tc mase recomien=-

B dations for impreovenents. It was nheagded by J. Peter ’
'

%% Grace, a3 Democrat and Chairman of the . R. Grace zndg

0

éé Congany. e recrui?ed 161 executives fromn dbusiness,

- professional, ancd nonprofit orzanizaticns. They 1in turn

3? ootainec the services of 2,000 officials froua corgo=-

e

g% rations, legal and accounting firms, and otner private

e

i orzanizations. Tne zroup vecame kKnown as tue Grace

%ﬁ Cowmniission (President' Frivate Sector Survey on Cost

25: Control). [Lef. 3]

Yo -t
In January 1934, iir. J. Peter Crace's ragort to

5 . . L .
by President Reazan outlined 2,478 separate, distinct, and .
&.
',i,}k

‘ specific recomnmendations., If fully implentented, they
o

,}»"3.’[ R

‘ could virtuclly eliminate tne reported deficit by the

i,,‘
$§ 1220's, versus an alternative delicit of £10.2 trillice

]
“Qif

) . . . . . . © e s
Qﬁ in tne decade of tane 1993's if no action is talen. Y toial
tY

ARt

1 " . . - » - N . ., 3 -~

a ci 424 billiion could result froa tae implementasticon of

o . . . C .

y: tiie Grace Couniission recommendzolons over & tiaree veaar

)

;’;‘ A N r Ao L) ]

e":%ﬂ QL(‘].O\JQ L-SL »]

. Durin; Con-ressicnal festivony in 1534, lr. Iruce
Y

[ . . . . " ey s . - A .
,ﬁg cited that cost savin,s of ©3.332 oillion in tne orea of
D) )

L

o‘:c o . e . e
00 casa nanasesent could ve achieved over a thres yeasr
pO .
:v.”‘
) 17
I

o
(.:
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iy veriocd. ZJeslides szending reducticns, aparounicately 15
13 .
) rercent or net deficit reduction could come frgln colleciicus
R .
% . and timely Geposits of casi receigts. [lhef. 3]
Ty
¥ . . X . P .
B Qudelpn C. Penner, Director of Con:ressicnal Zulie:
"
$ 1
Office (C3C) and Charles 4. 3Sowsner, Co.vtroller Janeral
B
( - . . . Cme .
} of the United States (head of GAD) testified Hefore tihe
oV
)
'4‘3 -~ . L. - - . -y
A Senate Comnnittee on tue Zudzet on 23 February 1304,
,": -
Their testinonies summarized tae analysios of th2 Srzce
oy
v Cowuriissicn recomiiendations perforned oy tneir regssective
¢
0"
ﬁ azencies. An analysis of the Grace Coraission's uvor.s 2y
' d
it
tine Consressional Budzet Office snowed that a nazjority of
LY
f its recommendations can De characterized as mznazj2aent
L2 '
,j , oroposals desizned to acileve Ireater efficiencies snd
nelp reduce mountinz federal deficit., iliany of taese
LY .
:4 policy cnan-e proposals 30 far teyond any 2roposals
W
" 5 . \ - . . " .-
M. recently contemglated by Concress, and a wajority of tnoen
L
Y
wWwill require coniressional actions.,
q An analysis <ene by tine Genercl Accountin: Oflice
0
E)
k (GMJ) supports C20's analysis. GAD reported tact apuroti-
!"
L[]
cosly Luce thirds of tThe recornmenueations warranted rovieu
,5 ind nas overall rterit, GAD bas lont endorsel sorong
234
4§ . o . o . N
N4 Jelaral canas=enent oractices in the dres of deot colleztio .
1Y)
o . -
4% cne LaLrd o0 ta? reconcenaztions sre [Oor saonlono i
;" » . . .
N TroTraess ana arreziy o zdlrassel 07 tne enactment of Lo
:o
'\ J2ut Tollection Lcuv cf 1902, GAD a3 -re2i that zavino
1) » -

D
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- Jpportunities still 2ryist in thiis area. Of tnose proposals
with mericv, C30's estiwated saving potentiai totai.=21

near.y $10 ovilirion. (Ref. 3]

ﬂﬁ Provisions of tne Grace Conmission's study were | .
:{Ai
i incorporated into the Defizit Reduction Act of 1934. Tae

Deficit Reduction Act was passed Dy tne Senate on 21

o idaren 1984 foiiowed by tane House ol Representatives on 23
0
gé June 1934. Tae Dericit Reduction Act became iaw on 13
D
’ July 1934. [Refs. 4, 5].
g: The Deficit Reduction Act of 1984 (Pudiic Law 98-3093)
é& was enacted to make cnanges to tax laws and resulit in
&
N other management improvements to reduce tne deficit. [ne
Ex‘ Deficit Reduction Act was divided into Division A (Tax
g? d2form Act of 1984) and Division 3 (Spending Reduction )
e Act of 1934). Witnin Division B, Subtitie C of Titie Vi
%? is tne Impiementation of tne Gracé Commission Recommendation. v
fgs Section 2652 of Subtitie C is the Collection and Deposit
)
i of Payments to cxecutive Azencies. Tnis section 3jives
é% Tae Secretary of tane Treasury tne autnority t©o prascrioee
ﬁ; tne timinji and tae metnods oy whicn agencies wil:i co.iecti
SO
g and deposit money to the Treasury, and to impose cnarges
§§ for noncomp.isliance 1ln an auount eguai LO Ttne 1loss to tae
23 zeneral fund. donies In tne fund wiili e availabli=
ML
il
i -
2}
% 12
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P

witnout fiscal year limitations for tne payment of expenses
incurred 1n deveioping and carrying out improved metndd:s
for coiiections and deposits. [Ref. 6]

Wdnat 13 unigque apout the Deficit Reduction Act 1is
tnat tne Treasury can manage casn taroughout the Federai
Government. . In addition, tne Treasury nhas the power to
initiate penalties for noncompliance. Within DOD tne
Deficit Reduction Act is a wajor issue, and one tnat is
perceived repgtic;"e 2~d impractical in viewWw of the
intent of. tne Deot Coliection Act of 1932. 3ut the
Deficit Reduction Act empnasizes newWw inetnods and timely
depositing of funds to help reduce tne deficic, whereas
tne Deot Collection Act empnasized collections only. Tne
proviem is how to implement the Deficit Reduction Ac:
within DOD without defeating the intent of Congress énd
confusing tnis legisiation witn tne Debt Coiliection
Act. In addition, after Conzress saturated tne Fedeia:
Jovernment with casn management legislation, 1t was notu
ciear how DOD would impiement tne Deficit Reduction Ace
and wnat incentive would exist for tne lamplementation.

[Ref. 0]

B. OBJeCTIVE AND 3SCOPE
3y laoroving casn flows taroujh effectiva casa
manazament., it 15 estimatead tnat the Fadera: Sovernment

cou.d save ovar $2 piilion per year. 3ul TO acguire tae

13
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savings, the resuiving proarams and tile impiementaticon
process must o2 defin.tive, We.ir gianned, and accaplabdbie
to tne armed services. Tnere ara proolens tnat acsomvany
and often precede tne impl2mentation process (e.z.,
funding and manpower requirements, incentives). To
understand these proolems and the impact of tae Deficit
Reduction Act on DOD, this study initiaily reviews the
concept of casn management, and descripes tne impieme-
ntaition and current impact of the Promot Payment Act ana
Deot Coilection Act on DOD. The major contents or tne
Deficit Reduction Act and the Treasury's role in its
implementation are examrined next. An understanding of
tne Treasury's role provides the justificatvion rfor i:ts
selection as tne Act's administerinyg agency.

Tne next step in the study is an analysis of tne
implementation of the Deficit Reduction Act within DOD.
The analysis examines tne Deficit Reduction Act's porvential
limpact on ¢asn management procedures within tne armed
services., Tne focus of the anaiysis is ex:<ended to
include proolems associated with impiemenctling tne Promp:
Payment and Deot Coilection Acts as past initiacives.

A co:iparatcive evaluation 1s tnen 3rovided detwean tae
davy, Air Jorce, and Army to enmpnasize the unigque prooiens
tnat eacn service 13 conironted wita in 1lmpiementing

congressional y25isiation., In addition, tne c¢ricticas

14
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steps 1n implementinz tne Dericit Reduction Act are
anaLyzed to determine if the process can de coapletad
before tne September 1936 deadiine.

f The impiementation of congreséionai legisliation

» witanin tne intent of Congress is not an easy task. It is
time consuming and often the required deadlines are not
met. What are tne contributing factors involved which

f stagnates tne process once a bdill becomes law? Given tne
Pr.viems of past initiatives and tne experience gained,

' the implementation of follow-on legisiation saou.d be
easier. These issues of timing and resuliting pitfal.s

will pe addressed in tnis study.

.

Finaily, a review is done on nhow tne finance centers

R

- evaluate znd monitor the performance of suoordinate
activities in the area of cash management. Since tae

role of tne accounting and finance centers is to prescribe

A L

regulations, it is important that they know if tneir
regulations are being followed. Based on the review, a
determination wili be made on whetner the services are
pecoming more or 1ess efficient in the area of casn

managemenc.

o e e

-

o s WY e |
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‘lasniniton, D. C., Additionally, contacts werce aue Ul

C. 'ETHODOLCGY

To obtain data and associated dacusround infor.isticn,
soints of contacts were estadlisned witnin tne lavy, .
Arawy, and Alr Force Finance Centers, Current and draft
docu:zents on cash nanagenent, Prompt Payment, and Debt
Collecticn were odtained fron eacn service. This infor-
mation, alonjy with coniressional records, was taen uced
to perforn an analysis and establish tne baci:iround,
current initiatives, proovolems, and major issues of iujle-
nentinz the Deficit Reduction Act.

Thhe initizl literature searcn revealed tnat tnere nad
Jeein 1little or no counrenensive research conducted on the
iuplesentztion of the Deficit Reduction let. Tne pricary
source of inforiication concerning the backjround of the
Act was found in coniressional records., Tae initial ”
literature searcn was followed by a series of telensnone

intcerviews wita 1ajor policy participants in

¢t

.iaval Sup:zly Center, Oaxland, CA; liaval Suvpply Center,

Srenerton, WA; waval Supply Center, San Diej;o, Ca; znd

-

tne Tleet Accountin; and Disoursing Center, Pacillic, Saa

Triss uere gause Lo tie Javy Accountin,; and Financ:

Ccnter in fagsrincton, S. C., tue Aray Accounting und

-~

Tinance Center in Iniianapoiiaz, I, and toe

A -

Ll e or

Y

9]
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Finance and JAccouanting Center in Denver. 0. T.oese

series of trips orovided insights intd tne operatioans.
problems, and current inictiatives of tne rinanciai a2ad-
quarters and estaoslisned a vase for formu.ating a
comparative analysis. At eacn Finance Center, cash
management was the focal 1ssue for discussion pecause of

the current requirement for 1implementing tne Deficitc
Reduction Act. Foilow-up information was ootained oy
telephone interviews. It shouid oe noted tnat tane gerceivel
proolens and reconmmended solutions contained in tinis

thesis are tnose of the autnor and not the various comaands.

D. ORGANIZATION
This thesis is organized into tne following cnapters:

-~

Chapter II,

reviews the concept of casn management and now it applies
to tne Deficit Reduction Act, Prompt Payment Act, and tne
Dept Coiiection Act. Additionaliy, tne current impact
and sctatus of tne Debt Coilection Act and tine Promptu
Payment Act within DOD are summarlzed. A determination
1s made as to wnica services are pest complyling Wwita ta2
standards and tne intent of Congress. Tais information
Wiii aifect tne services' incentives and iniciatives as
lney approaca the impiementvation of tae Dericit Ra2duction

aCl.

17




Chnapter LII, prasents

a perspective of tne intent of tne Def.cit Reductien Acc.
It examines tne components orf tne lezlslation and its
major provisions. It presents tine Treasury's ro.e as
tne administering agency for tiae Act, and provides an
understanding of tne intent of Congress in passing it.
Chapter IV, An Analysis of the Implementation of Deficit
Reducrion Act of 1994, consoiidates the study and exanlnes
the major areas witnin DOD that are affecied Dy tne
Deficit Reduction Act. It relates tne proobiems experienced
oy the Prompt Payment and Deot Coliection Acts liaplementation
process to the Deficit Reduction Act, addresses how tae
implementacion process will be initiated, and wiaetner it
can oe completed before tne September 1980 deadiine. It
aiso examines remaining implementation problens.
Cnapter V, Summary, Conclusion, and Recoamendation,
presents tne summary, conclusions, and recomaendations of

tne study. Areas for furtner researcn are idenctified.

13
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3efore Jdiscussin: aow tiae Deficit lReduntian act will
ennance casil manajenent, an understanding of tae concedt
of casn manazement anc the Deficit Reduction ict is

required., The folliowinz sections will provide catez ror a

comprenensive understandin: in this area.

"N wise wan once ovuserveld tihnat the romantic life of

a2 nippovotanus i1ay de only of passing interest to you ziu

e, dutbt it isof intense interest to other EHicponotazi?

[Ref. 2, 2. 22]

Sefore tne 1930's, the above reasonin; could bLe

applied to casih wanajement in DOD and the Federzl Govern.uent.
There were only a few specialists who showed any intaress
in casa uanageanent. In recent years, however, Lae interes:
nas veen zrowinz. Tre focus on cash uanazenent nas seen
caused 0y tisher interest rates, larjer obudjet d={icits,
caan:cin; economic cornditions, data processin;, and telecon-

aunicacvions. Zach factor nasz contrivuted to tue incr2asino:

cost of .onezy and attention of financial anaers to .2
availlaoility cf casi.
1. Zongest of Casg apnozacent
The casit aanajeaent dDolicy for the Fezeral Jovory.. oo

-
\ :’
0
[
pae
"3
(¢}
1
fel)
-
[}
ct
O]

rencins conlduct financial activities
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in a nanner tuzt will .axilize tae ancunt of caso zvzilzaols
to tile Treasury and preciude unnecessary dorrouin.. 7Tac
casic coxponents of casa aanajenient as zerceivag 2y 20
ar2 (1) tne zccelaration of recaints (tne expeditious
cillins, collectin;, and depositiny of receipts), (2) :iae
timely disbursement of payments (the scneduling of 2ayuenc:s
cn iue dates, not early or late), and (3) the investuen
of any teuporary excess casu dalances. he odjective is
Lo maximize the asncunt of funds availaole to the Trezsury.
[Ref. 5]

2.

Cash manazenent be7an Wit President Ford's adoinic-
ration in tae iid 1270's,., i3 aduinistration solicit:i
assistance from the First ilational Lank c¢f Caicajc to
Worz witn jovernuaent azencies to recojnize and imgrovea
their cash manasement tecnniques. Jntil recently, .10ct
federal mara:cers ucre z2valuated based on taeir zsiliity Lo
acconinlisae thie joals of an ajency or orjenization,

Prasently, due to the federal deficit ancd public interesc,

[@]

nore zttentien iz sein: jiven te now efficiently

- e . o~ - - . ™ o
3 _ency 15 .asna,2d. [Nel. 1]
s b e A ek g e - - .
o 1777, President Carter inivtiatod T ogLuiy Lo JIn
/5 TO UsSeE Tovarnoant Sunis e atT{iciantly - ' »
(RG-S ] [ POt S he T . 8] - - L. - a P PRI ¢ .
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.ive z2nd efrficilarnt cha,eent of joveraaenil's coo..

Jevelcpin: and iaplawentin, rejulztions, 373u2.8,

structions. Tne gsrocedures pertain to oillin:

tions, desgosits, anc Jisburseaents. [naf. 1]

issue tanat is vasic to uncerstanding casa .anda . i.ox
Tederal Governaent is Internal Control.
ans are iade concernin; effactive casn «anajeaenc,

ternal Cont+rol wititin an orsanization .iwust oe

ly documented ancd cciaunicated to lrey sersonnel

chrouchout %Lihe or—-anization [Ref. 7]. Internal Conurol
- =)

is def

ined as:

The »lan of an or-canization, .ethods, and ;rocadurses
adopted vy .danajeinent to 2roviie reasonacle assurzncs
cuat ousliations and costs are in coapliance with
apniicable laus; funds, procverty, revenuces il 2xoaniizur .l
annlicacle to a,ency coerations are sroperly recoroo.
ing accouncad for to :?r:it Ta2 grejsaration of fzoounts
cud raliadle financial zoad staciasvical reportz 2o Lo
.~2isvain accountazility over tae asset. [ler. 7]
2
Joe
JInee ¢asa wanajesent rocousures are laentilior,
ivvaernsl 2znsrole (2oinicoravive ang acccuieia 2oanonlot
w2 fosiriaenc2l Lo o rovie r2osonios o assuraac? T
2. Collacticng, Lepo0sitz, avl Hooursaaeros Zre Lo
¢o.rllance with dociicaczia “roceliurna,
.
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Sty

’ﬁ I “urids sre safejuarsel a_ainst uaszte, 1033, unauz.or-

v ized use or nisap crowr::tlor; anid

¢. ~evenues and 2ugenditures apjclicavle Lo & =nﬂ

‘ operations are 2roveriy recorded andi sccountei for

o t¢c »oermit the preparation of acccunts zand ~e;iad; ‘
S financial and statisticzl repjorts, and teo ..zintaeln

zccountability over tae assets (Jef. 7).

—

Thae Casn llanazeuient Zevieu Juide is an adainisctrative

control Jdocuiient used Dy tie Treasury to engure taav :zno

t . : . . -
CC avoronriate level of detail zand documentation orf current
orccessiny (collections, deposits, and disburseniencts
‘i
KR oo : . \ ) Coa ~ .
e 2xists and is naintained. The uide i3 orly one of .any
Ly
1‘ - . 3 3 . e o 0 . o
'%ﬁ alternatives available to ajerncies to assist taer in
e incrovin: and aonitorinz tie flow of cash witnia taelr
x,!*.‘
ph . . . . L .
!ﬁb orzanization, Tiiere cannot ce cash wanajenent witaout
B
- g 3 Anl o (4]
N internal controls., [fef. C )
‘l
In its Circular A-123 (Internal Control Systeas),
L
Lo . . - e o .
RN tihe Office of lanajement and 3Sudjec establisnel decailleu
L] 2y
‘;‘;‘l .
&Ni suidance to be used Dy 2jencies in evaluating and zerforiiing
‘ an analysis of tihe adequacy of their Internal Contircl
.
LN
O
t":!" . - . [ B 3 e - 3 -~ . S~ - PR vpa oAt
S osrozirald, Tals circular is a unigue rejulation walcen
SN
s . . . C o .
ﬁﬁt ensures that ajencies nractice and adoot Internal Conulrcl
N ¢
srocezures., A critical requirecient 15 that the »rocedures
B0 will Zesi nate a2 ajency L2ad ag tuae accountaals ceroon
L . rr350n51i01e o the fa2sicn, irnstallation, avolustion,
BEX
lusrovenents an. perlodic rezortin: on ftne 2 @ncy's
:x::u .
M Interncl Control systen., Internal Control iz cricizol
l‘::'t
i A~ A . . 1 . . -
«ﬁé te =if2ctive ¢caga L anaenent. LU allows an zhency Lo .
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have 3 [or.al syzitew for Jdocunenting and iucZrovin, 13

]

I (L2 0F COUGRESSIONAL LIEGISLATICN ALD ADSITIZT -
TION NZGULATIONS

Thae cnanze in pailosopny toward casn nlanasenent 1.as
orouzht an influx of Conzressional laws and re-ulztions
frow tae evecutive Dranch, Two ceritical gieces c¢f

1 le;islztion crecedin; tne Deficit

{0

Conjression
Aet, walen focused on tne efforts of Contress fo scres Toan

u

-3

ds and casin manaze.ent, wers

FG,

contrcl over federzl

the onpt Payment Act and Debt Collection lect of 13.2.

Tie Prompt Payuent Act, as iaplewented Sy O0°

Circular nuader A=-125, requires federal ajencies unica
procure property or services froa a business enticty (out
Whicihh do not malre peyment for eaci conmzlete deliverad

itell of wro.erty or service >y 3 selccted nayment Jate,

ficala TOZ, counonent cranizations vers iiraz..

Lo 2y thelr Lills in z tigmely ranner L0 aveill the noan 7o
G2 InnIrnast Tay.aencs, Iae reasconins wii1s volild cub ool

di1uays easily followed in dailly os=rzotions st louior
2ohelcns.,  Taz arueld services cooinlanders aroe razsensisic
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o Sor ensurin: tiat fasy.uents ars carferaed in oz osioely

oy anner; waen na2ceszary, interest nayoents ars psail on
Wl )
ﬁﬂ aelinguent asccounts, In 2ddition, oseriodic revieus of
e v .
) delincuent pay.aents asre verforuaed to detersine if patoeara: .
¢ exist cr tone sresence of unusual circuuistances could C=
}”ﬁ ¥ . . Ty . . . 1
%W detectad. Corrective or Jdisciplinary acticn iould o2
| 1y,
"6"‘
N . .. . . \ ~ -
$% instituted as required. [Ref. 1]

e D32 conzonents analyzed tneir contractucl nrece.urcl,
yyq -
a8 .. , . o . , s :
Gd‘ and increased traininz and tane cutnorization icvel regpo-
“w::'.
:d nsiole for najor acguisiticns to iuprove tacir cverfor.aznce

'Y

vt under the lezislation., In addition, DOD was reguired to
N
e . . .
3w¢ suvnit end-of-year reports suuiiarizin-g any interesc
o':'l
e, sayaents saeld out durin; tae [iscal year conceranctd,. -
i : 5

o \
e Thne Prownt Payument srocedures covered all types of tranc-
‘.:”;:: . i )
;. actions invelvin; tune grocureswent of searvices andg .iateriala,
b
:n':',l -
,::q.. [Cef, 10]

The Proupt Pay.ient Act was 3 stcteuent aaiact

e
,ga inefficiency ani poor casn mznaseaent witihin the Federal
Wb
;':‘:" " - - IS - 3 bl
" sovernaent, It was alszo a stazteuent to prefessional

. '54 t

L]

" Jusipescs entities Lnat a chan,2 was raguired.,  tein; nail
2T
! interest on delinquent 011ls was not cae cnswer; Susiacsoe.
¥ :f:
A% - . . . . . oo sy - - -~ . . . - .
i Janteld o sz pall on wise.  Tue Proost Poyasat Lo oo

[
o visisia on toe national lzvel too tgor serforanczs of
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DOD COMPONENTS
Interest Penalty Payments
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TABLE 1

DOD INTEREST/EARLY PAY STATISTICS

FY 83
No. Interest Penalties 118,689
Value of Interest of $2.019
Penalties ($Million)
No. Early Payments 1,298,998
Value of Early $13.880
Payments ($Million)
|Ref., 12)
28
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FY 84

173,926
$4.057

587,870
$10.747

FY 85

127,379
$3.608

35,112
$94.419
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Dillion to U394.419 willion. Tiie saviazs in intersst
expense oy tiae Treasury, by dorrouin: at the lztizast
possible Jate considered necessary to meet a devt (29D

Jays after receipt of prcoper invoice), is suostzntizl.

Overall, DOD is performing well witain toe
intent of tne Pro.upt Payusent Act. This perficr.aance can
ve directly attrivbuted to stron:; irnitiatives sucih a3 tae
ausmentation of cowuputer narldware, a gsroupt payaent tasu
force, and improved internal manazement control.

b, The Services Performance and Pronst Payuent

DOD nas an estavlished ;Qal ¢f zero nercant for
early and late payments. Tne performence of D00 is a
measure of coambined effort amonz the aruied services.
Individually, the breakdown of performanée indicates thuc
there is consideradle room for iuprovements.

(1) parti ae JdY. The Prowut
Pay.uient Act and its initiatives are of consideradle
concern tc tiue U, 3., Arny. Froa FY 33 to FY 34, intercst
pay:rents paid by tie Aray rose by $531,200. Froos IV G4

to FY T3, irterest payaents were 5371,07290. Frojectin;

(3]

S5, interest vayuents will te 3301,00%% ovar
Lotal. Altaou:a ftae amount is ineresasin: at a louer
rate, tae overali total is excessive. (Fi-urs 3), Taao

major contriosuvtor to the Proupt Payuent probdl
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a0y eaecounters {3z lincel to Lthe erforianca of (uc

oijanizations, and tre tilitary DJistrict cf ‘lasuaia.te
3C, Ten co.uniands aaae uz 375 and 547 of the totzl interess

expense paid for FY 34 anc TV 35 resyectively. Tur22 cu
or the top five are witnin tuae sroup locatel in tne

Turopean zirena witi: tae 15th AF3C, Frankfurt at tae
ton of tiue list (TATLZ 2).

The tuo aia resdsons for nany of the lite
ravaents are (1) late reports and (2) delay in sreceszin

2y tae payin- orfices. Tine Jelay in processin. ic aturd

toc a lacu of trainin; and personnel turnover taat

in scwie areas per zix monta period. lost cof tuae

critical and manual joos are neld Ly personnel

znslish and therefcre zire raesir

;rades who speax liaited

Lo jobs wnich do nct zrovide any transition to nicre
senior nositions, In tiais settin.;, low Jorale witi.zvel
contriovutes Lo tae turanover _.roolen. [laf. 12)

At osoue corrands 1n tus Zurosoan <o.w uolty,
J07% of tae gersonanel oa voard ar:2 not trained Tor tTac
Jjovs Lo wiilcen Luay zZre assitnasa. cCcoasnguontliy, toa

rovrell of racelvin, 2 Lajorivty of tae oiliir 5 lzt2 o=
SO0V ZToa SY N0% L.avia, za2_uate ani o @xleriaco. ERS
LU L, r0CR0s Lo oLuvoaenus Waen recrivel, duaono b SN
SLLaZ e QRN TR yo.ont inittiacives will conuvinay o
- Ny, -, A ; Ly ~ S - g - « r - 7\‘1
TrOd L. LOr Lo o ray at ina AAronenan Condaie L e
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TABLE 2

COMPARISON OF STATIONS REPORTING SIGNIFICANT PENALTIES

( STHOUSANDS)
FAO FY 85 FY 84 INC/(DEC)
18th PSC - EUR $5296 $75 s$221
MDW 1s0 66 84
VII CORP - EUR 70 69 1
FT HUACEUCA 61 9 52
45TBR FSC - EUR 52 6 . 46
FT LEWIS 50 32 18
PT MONMOUTH T 2 37
WALTER REED 38 151 (113)
FT IRWIN 26 S 21
FITZSIMMONS 24 28 - (4)
TOTAL . $806 $443 $ifl
Percent of total FY é?\ 54%
interest penalties
these ten stations
represent
FY 85 FY 84
Total interest Penalties Incurred * $1,200,000 $828,000
Total Late Payments 27,274 25,944

*FY 86 Straight line Projection is estimated at $1.5 million

[Ref. 12]
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Alen; it turnover and training, the Ary
Joes not nave z couazletely autonmcted deta processing
system for processin; receivadles (0ills)., Only liwiced

portions of tie process are automated., Jut 7siven cougclets

automation, a problexn would still exist concernin- trzinia

and language barriers in Zurope. The testing of autoucted
systems 1is currently in effect at Army satellite coin.anug,
with no results anticipated in the 1ilmediate future, Tie

manual system in an zse of technolosgy is not aeeting the

standards of efficiency because peorle do uauwe tistalec.
A majority of the foreiin naticnals and GS3S=4's ir tae
“lashinzton D, C. area do not have the required trainiu
for decipnerinz couplex contrzcts and deterninin; wnat
payments are due and how tney siuould be paid., [Ref, 12]
Current analysis of the subordinate activitie:
receiving services and zoods snows that tuney are: (1)
ot forwardini receinzt infor.sation in tine required five
day tiase frawme, and (2) causin; delaycs Jue to a laeci: o:
concern. In adiition, suoordinatce activities wao ar:
not directly resvonzitle for tu2 pnay.uent process out
serfora a critical function of certificaction orf roczi-c
of r.atsricl or servics are not Hanziizal In 2oy taan-er 0

“

tazir ce2rtification 13 12t or not, or 2van re.ort
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ﬁf all, Mo 13 resnonsiole? Tihere 15 an unclear Zeci-auation
::g'(

4 s el s P 2ol s N . ~ . . : .
,’ of responsivility within tne chiain of coimand adinizuiro=-
", tively. [lef. 12]

9

¥

ﬂ‘n‘ . - . .

sgs Another rpoint of aajor concern involvin,

o

v efficiency is tnat during 7Y 35 the Departiaent of tae

gg Arnmy wade 99.47 of its 34.8 willion in paynents on tine
fﬂ angd avcided interest payments. However, tae ccst tnst

h sust dbe incurred to reach 10035 wmay not te cost bDenelicizl.
ity In this situation considerations aust be zivern to tuae

LR

e . s e e e . s . Yy .

ﬁ‘ point of diwinishing returns. Acnieving 100% efficicncey
!'1.

[ , : ;

o miay not be cost effective depending on the awount of

o ircremental labor and efforts required to product tae

i
@' 1303. 3ut regardless of the percentaze, 31 asillion iz =
¥

G

¥ larie sum of money.

M: Sorte of the major initiatives the iruy is

W ]

%)

"“ - . .

e taxinz to correct the current situation are:

¥

1%

' . o . v -~

o a., Autowmate its processin: system before 77 357

ﬁ: O. dJrze increased auasreness, effort, and eflficizney

b
X
AN . , s s s ~
A& 2. Clarify Arny procedures and responsivbilities of
Qy localizel payments for sudordinate offices

Ny supportin: remote activities. (Jzf. 12),

o (2) Adr Seorcgo Perforuanca. Tne Mir Force

A

:' . . N . . -~
'ik was actlvely ilavolved in casa nsnajenent for any yeors
h _
A sefaorz tne Proust Pavaent Act. A3 2 resulf, ©ac ¢ioa

m? iandpenent issues znd nolicies evolving {ro.n 13 icslation
O

Ua

) , , C L . ) . . . .
‘ﬂ’ vere adooted without wajor or Jrastic chaanses in operzticn:
e
o

4

.:‘;« ’
9’:‘!

El “

o

th'
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35Ul 23 2uto.raticn or racr-anizztion, So.e of nuae Ioitia
atives unicn nad deen talen serfore 1032 are:
a. 7 policy of fayin: coct effactive Zisccounts letaruilas
27 a Treasury for.iula uas ajooxted,
o. .eadquarters caentralized collection essistcance {ar

dellnquent accountz receivables,

c. Estadlisnhed requirements for unannounced cuarterly

verification of casn irn the nands of ajents,
fund casaniers, aad caanze funds
{Tel. 13] .
[ SO e DA Doy a A - MR
cnZer tne romnpt Paynient Act tTae aly
interest
services. In FY 33 tite &ir Force nade urz onlv 775
total interest paid by DOD. During FY 34 and FY °
Air “orce's perce
Altaocusis low, thnese fizures are not in conpliance
the z0als of CIE of zero percent for early and lat
The interest expense paid was Jue to: (
Torce Accounting and Finance Office aduainistrctive

(2) vendors resisting Jelayed gay.aent zrocedures,

and volicy cuan;2s caused oy ni:ner directives., [0

141
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where apulica

ntazes ware 5.1, and 7.47 rescecti

laiorace
aocle,

2xpense (TALLZ 2) was the lowest amen; tiace ar.ed
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TABLE 3

VALUE OF INTEREST PENALTIES IN DOD FY 83 - FY 85

FY 83 Value of Interest Penalties Percentage
DOD 32.0%9,000 100 &
Air Porce 141,000 7%
Army 267,000 13.2 %
Navy 1,531,000 75 %
FY 84

DoD $4,057,000 100 »
Air Force 208,000 5.7 %
Army 828,000 20.4 8
Navy 2,848,000 ) 70.2 %
FY 85

DOD $3,608,000 | 100 &
Air Force 266,000 7.4 %
Army 1,199,000 33.2 %
Navy 1,778,000 49.3 8

*Other agencies within DOD accounted for the remaining totals in
percentages and total amount.

[Refs- 12' 13' 14]
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The Lir Forcz initviatives to l.orove 193 1a.a0:
srocassin; fall into tuo 1eneral catejories: action
]
ﬁ accowmnlisned and action planned., Under acticn acconzliscz.,
[ . . _ . . .
: foraal rejulations on Proupt Payviaient lAct nave veen devalc.al;
s
all accounting and finance personnel have deen indoctirinzataed
i
: and trained in tne fundanmertals of tne Prompt Payuent ‘co
9 and taeir responsibdilities under it, and nuuierous iir
. .
Terce tecnnical dicest articles nave deen puolisned.
s [Terf. 13]
o Under action planneg, tne Air Force will
4
request tne cooperation of supporting activities in
. crovidin: accurate supporting documents, and develed 2
¥
\ petter workinz relationship internally (amon; contractin-,
!
accounting and finance, and receiving activities) and
£
. externally (vendors). Prompt Payaent will continuz tc og
:
g a oricrity issue until tne 0Ii3 zoal 1s acaleved, Torouia
46,
increased enpnasis on casn manazement and groaso pIy.acas
I :
) srecessing, tae Alr Force 1s destined Lo acnleve 1493
)
A ‘ ) . N e
f ;oal, Aons the &aruaed services, tae Air force nas ine
s
setter joo of impleamenting and comclyin, @ity the ilovznu
3 . . . o .- . . - C
‘o ani reauirenencts of tne Pronpt Payoent lezisiztior.
g e
>,
;' () dayy's Perforiance. Tae lavy's torolorava:
N
uncer ta2 Proagt Pa2yuent scb will nove o crecuer Ilool
¥ . ~ - e . . . _
N on tae oerforaance of 0D, L2318 2ug To Ltn Lo vl
of interast exrenss naidy by tne Jdavy (TALLT 4), LLnIoniod
¥
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TABLE 4

ARMY DEBT BY CATEGORY
(SMILLION) .

SEP 84 SEP 85 INC/ (DEC)
oo OSAR $ 49 $ 49 $ o
NAF Is (13)
(7
(1)

0

MEDICAL 15
et COUPONS
CONTR
PVT AGY 0
ot FAMILY HS (1)

J
o
5 REIGN
xﬁt‘ FOREIG

L TN S T R - -
W a W a2 o NN O N

e MISC (3)

e Subtotal  $109 $(23)

3

Sy NEW DEBT (AFTER SEP 84)

; INTEREST $ 0 $
;ﬁg, REFOR/MFR 0
0y CUPON CON
e MIS RCPTS

=oo;m w9
LB ¥ | B VY RN B V. Y

Vg MISC

o O o o

Subtotal 25 25

{
i ToTal $109 $109 s Q

ayd [Ref. 18]
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0 e

receivin; reports and surciase orders (ccntracts) and
delays caused by thae osrocessin; uithin the paying office.
Toe follewin: :aajor initiatives have been taken to reducs .
interest expense with favorasla results:
a. Automated invoice tracking systems were estadlished
at all major bill-paying activities, enabling
invoices to be properly scheduled for payment irn
accordance with tne Pro:nipt Payment Act and casa
manazenent zuldelines,

b. llanazement attention was intensified at major clairanrtic
aaving activities with nizh interest expense,

3
¢t

c., JAVCOIIPT intensified its scheduling of Prompt Pay.e
perforriance monitoring, monthly reporting to ilavy=-ui
comiiands, and became involved witn specifiec activiti
responsible for kizh interest penalties.

-

7]

F

W ¢

Lvom

d. ifajor eniiancements were made to computer harduzare
and ADP systenis at two of the largest bill-payin;
activities. (This alleviated lony standin; backlo
and ensured improved future processing). .

[
(8]

e. The autonated avy Interest Payment Systems (HIPE)
was refined and expanded to zatner and array .davy-uide
interest data.
As personnel jained experience and bejan
unierstandin; and applyiny the technolozy, tae lavy be an
o il..prove as indicated oy FY 35 results in irterest
2, Taere is a potential for even better results i:
25 a3 tnae llavy finally takes its place anont tue
a2 zrea of casn manasament. [Rer. 46

2 ol Dyt T £ Yant Caolj - Amb egd b ~ A

A
h

'ne Dabb Collection fct of 1302 allcues Ffzierai

acenzies to reosort delincuant accounts to nrivate ceroldil
wurezsus, Tnals uould “ive tine ajsnciec thne toolos =iy .
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neeicd To daae faderal deut collection effective anid

efficient., The turee ovjectives for tanis initiztive

a. To have avezilaole for the first time Dotn tfhe ~ederc.
Sovernuwent and private sector credit uistoiy wiasn |
evaluating tne credit wortiiiness and financial
reliabpility of aprlicants requestinz federal
assistance,

J. To provide as.incentive to delinguent destors to
repay their covernment debt in a nmore t{inely wzaner
0y estavlisininz a reportinz process tnat could
affect their credit rating and future apility to
porrow. [Ref. 17]

Jithin DOD, the two issues whicn warranted siost
attention under the Debt Collection Act were: (1)
Delinquent public receivables and (2) OJut-of-service
Accounts Receivables (0SAR).

With respect to 0SARs, tne enphasis is on consuaser
related debts and the 2ability of the services to collect |
the debts. Thnese debts are not contractor rclated, ovut
sersonal debts of individuals. Collections rro. cortractors
are a result of manaijerial gressures and parformance

rataer thnan tne affect of the Deot Collectioan Ack.

Uithin D00, tne services are pri.sarily concerned wita

D512 debts wnich are Jdirectly affected Ly tone Jevbr Cell:

b

G0

(R
(
(f

~ A

The corsuser aspect of tne J3A% 13 in two areas

.o

(1) debts owel oy wewders currently drawing pay (calliad

O]
—
P
-
]
4]
[¢)
—~
<<
(W)

ice debt), and (2) dedts owed Dy .euiders

41




WAO 3are no lionzer 1n an active duty status drawing pay

(ca.ied out=-of-service debts). Taese two areas enconpass
active ducvy, retired, reserve, and civilian personne..
{Ref. 19]

In-service debts are trivial when compared to
cut-of-service debts. A majority of in-service deois are
caused by miscalculiations of pay winicn are subject to
reconciliations during the following pay period. Ali
services experience some forms of adjustnents to member's
pay during each month. Occasionally, overpayment resulis !

that may go unnoticed for montns before being discoveread.

."w
.ﬂ

£y
o

Tnis occurs in tne Army's and Navy's records processing

S

- - -

and tne Air Force's JUHMPS. Normally, reconciliations are -
easily performed witnout the member's consent or comp.aint.
Tne out-of-service debt is not subject to as muca
manipulation. Witnin DOD it is the focus of tne Deb:
vva-ection Act. The main cause of the out=-of=-service
debt 1s tne unpianned separation of military mempers [ron
service for various reasons (iaumanitary, unsatisfactory
partformance, disclpiine, drug or aiconol aouse, fraud,
parentnood, or pregnancy). In situations wnere a nemoer
1as rec2ived a ponus Or nas excess leave in ais record, tacse
amounts fasr incto tae O5AR cacesory. OSAR 1s a.sdo alrecieu

Oy advance pay, .mproper.iy paid entitiements, and .1ost O

X3

equipment under custody of an individual wno nas separacex

Ay by

( ¥ OGS
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3

from wa2 service. n2 excess leave and oonus are norsinaa
Wwhen applied to an individuai, out xmeasured out over tae
total population of Tae service rLae amount 1s excessive
and warrants tne attention of senior orficials and Congir23:.
Tnat 1s one tne 1nitiactives of the Deot Coiiection Acct.
zacn brancn of the service nhas a different system or
accounting out eacn faces ctae same prob.ems of out-of-
service debts. [Rerf. 13]
Tnere are different approacnes in anaiyziniy tae

concept of O3AR. Tae Deot Coiiection Act provides a
series of steps for out-of-service deot coilection witn a
wrice-oftr being tne final soiution if tae process iai:.s.
Tne out-of-service dept coliection process nas e.aven 3ieps:

a. Identiry the debt.

0. ©E3tab.lisnhn the locaie of thne deptor.

(9]

. Progressiveiy stronger demand letters (tarce
e@acn)

Ca.
.

~nterest, administrative, and pena.ty caarg
couputed.

25

e. Reouttals and administrative raview.
' Tne walver process

~

dinlstrative orfsec.

("R}
X
(e
I

Ad. Creadit reporiing process.
. JraGlt 20o.iecilion process.

J. derferral to Jus

ct

A
Ce.

L. write-orf process.

43
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These steps are perforued ia a manner of due
process Lo ensure a.l reasonaodie efrort iz .1ade to colilect
a dept prior e initiaving a write-0ir of the account.
{Rer. 20]

a. Army's Perfor:aance

Ailong the services, tne Army seems to pertforn
more effective in ceomplying witn the Deot Collection Acec,
in spite of Senator Proxmire‘'s Golden Fleece award waicn
was ziven to tne Army for tae month of iarch 1939 (tne
award is given to the agency wnich does tne worst job or
coliecting ouv-of-service debt for a given month). Ths
Army's main frame computer has O0SAR files aiready estapn.isned
Wwalch allow tne Army to respond to requirements posed oy
tne Deot Collection Act, wnereas other services must
first deveiop the capaodility. Taole 4 shows tne compiate
breakdown of tne Army's receivabie depbts, witn 03AR being
ine l2adinz categcry for FY 34 and FY 35 wita a 4439
million deot (tne differences amon. tne services occur
nere because tae Air Force nas contractors as its major

deot and tane Navy nas foreign dedt as tneir leadinyg

4

oa
- =

[

ezory) but =2aca service nas a sijnificant JSAR devc.

i3 a detvaised analysis of O3AR. Sonuses and ear.y

L]
>
[#9}

Lz

U

3@pa:r/ations are gajor conLriputors to out-of-service

deot. [Ret. 20]
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- TABLE 5
DETAILED OSAR ANALYSIS
(SMILLION)
_FY 85 FY 84 INC/ (DEC)
Bonus $24 $24 $ 0
) Early sep 14 13 (1)

Excess 1lv 3 3 0
Ros/gpld 3 3 0
Non Entit 4 5 1
Other 1 1

- Total OSAR $49 $49 . $Q

' [Ref. 18]
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TASLE o is a detai.ed Aray projection of 2 &17 mi..ion
reduction for FY Jo due to referao.es beinZ pascsad to tue
Justice departmenct, col.ecllon ajencies asslistance, and
ovaer deols becoming noncurrent. 3ecause 0 1is expeciency
in adjusting to tae requirements of tne Deot Coi.ection
Act witn automation, tne Army has focused managenent
attention on initiatlves towards not on.iy reducing tae
deot Dut aL30 estaoniisning means of dept avoidance.
Under O0SAR, tane Army is performin; a oetter joo of scrzen:ing
personnel rfor outstanding dedbtis prior to separation:
153 doing a petter Job of tracking eariy separation payments;
i3 proriling dbonus deptors; and 15 reducinz waere applicaon.e
advance leave stactus for it members. [Ref. 20]
. Air Force Performance

Tne Air Force's .argest debt catejory is
contractual deots, with OSAR at 314 willion. (TABLE 7).
Tae Air Force currenctiy does not possess any automation
Lo address tae requirements of tne Debt Coiiection Act.
A oystem is expected to oe operationas by Septemoer 13d6.
Tae proposed system will Dossess tne capapiiity to interface
Witn an accounting and f{inance system, in addition to 2.
otaer de.inquent accounts. Tne lacik of automaticn nas
forced tne Air Force to tfocus its attenction on deot

preventicn, Wnlca nas oeen sucsesstful 1n wminimizing

bl

aeu

4
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TABLE 6
ARMY DEBT PROJECTIONS

Detailed OSAR Analysis

($Million)
SEP 84 MAR 86 INC/ (DEC)
Bonus $24 $24 $§ 0
) Early sep 14 13 (1)
Excess 1lv 3 3 0
Ros/gpld 3 3 0
Non Entit 4 5 1
i Others 1 1 0
*Less: new 0 (17) (17)
Referrals
i Total OSAR $49 $32 san
*Referrals (incr after SEP 84)
Justice dept sl $S5 $ 4
Coll agy 0 6 6
Mon cur 8 15 7
Total Refer s9 . 26 s12

[Ref. 18]
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e TABLE 7
AIR FORCE SCHEDULE OF TOTAL DELINQUENCIES

Out-of-service debt $ 18,234,358.83
Payroll overpayments 1,802,164.60
et Contractual debts 69,525,486,24
Lt Foreign governments 876.46
W Industrial/stock fund . 12,659,137.59
i Freight claims | : 421,096.81
e Other (information not available

ey at AFAFC) ' 12,942,037.17
" Total delinquencies - $115.942,037.17

(A
::,;:; [Ref. 44]
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wweS3. 3ut until taelr automation catcaes up, Th2 Aalr
rorce wiil fail snort in complilying wita tae provisions or
tae Deobt Coliection Act. [Ref. 21]
c. Tne llavy Performance

The Navy automated system, like tnz Air
Force's, has oeen overwnelmed oy tne requirements of tnae
Dedt Collection Act, The Navy aas an automated systen
o2ut it lacks tne capaoility to interrace ana suomit dacs
to the OSAR coliection process ( e.g., tne system iac«s
tnhe capapility to initiate referrais to colilection
agencies or carry out the deliivery of tnree deot lécners).
The lHavy is seeking additional software to provide increased
capabil{ty witn an implementation date during ne Latte:r
part of rY 3d6. Tne Navy's pay system is more conmpiex
tnan tne otner services and this contributes to thne
crooiem of implementation. On a comparative 3cale, tanz
Navy nas tne furtnest to go in compliying witi tae required
provisions of the Dedbt Colisction Ace. A3 of HMay 1930,
an appropriate system for soiving tne dedt collection

propiems aas not Yeen identified. [Rer. 18]

C. 20D AND CA3H MANAGEMENT

dn 14 Hdovemoer 1977, Presidenc Carter 1s3ued a Jiracoiv?
reguiring a study o2 conducted To examine casn wahaijeéemernt
po.icles and practices taroughout tne =Zxecutlve dranca.
Tne study wourd 0e performed jointly oy a.i3 staft ana ta2
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Treasury Jepartument. Tae intent of tTane stuay was to
identify areas wnere nodern casn sanajement tecanijucs
couid be appiied to tne federal casn riow tdo reduce
federal debt requirements and interest carrying costs.
Three months later, a General Accounting (GAO) reportc
staced that federal agencies were paying taeir biiis in a
Timely manner, out 1ip certain cases delays nad occurred
am~ in others bills were being paid eariier tTtinan necessary.
Both the GAO report and tne President's staff report of
Maren 1978 recominended improving contractual agreements
to ensure bills are paid wnen reguired, aﬁd not earily
nor late. [Ref. 22}

Resulting from tne reports, tne Treasury Departaent
issued Chapter 8000 of Treasury Fiscal Requirements
4anuai (I-TFRM 6-3000) entitied Casu Management. The
desired goali wWas to maximize the casnh oalance avaliaon.=2
to the Treasury and to prevent unnecessary oorrowinz.
After the publication of the canapter, DOD initiacea a
study to evaluate the arwmed services casn management
programs. Amon: tne services tne performances varied.
“wual proceeded afrerwards was a series of Congrescional
Acis with an under:ying intenticn of improving ca:sa

lanazement. [Ref. 22]
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D. AN eXAIINATLOL OF ThRE LHTENT OF Tho LAY

daong econonrsts and .Legisiators, tae aajority agra2
tnat current oudgzec trends are not sustalnable and tnas
federai spending and tne deficit are out of control.
During FY 85, statistics 5a0W revenues ror tne Federa.
government increased by J07.5 biition. This amount was
exceeded oy tne growtn in federai outiays of $94 oiiiion,

tne larzest one-year increase in American nistory.

Tne deficit during FY 35 grew from $135.3 oiiiion to 4211,

oiilion. TA3LEZ 8 snows tnat oetween FY %3 znd FY 85 Federsa.

spending expanded from $111.3 bislion to 3946 bisiion.
Tnis zrowtn represented a 1445 Increase over tae base

year. furtner anaiysis reaveai tnat tae federal out.iay

.share of tne Gross Jdational Product (GNP) foliowed tne

trowtn 1n tne federal pbudget. Tne FY 35 outiay of 38734
bislion represented 24.7% of Gil? wnicn was far apbove tae
2142 averaze. As a resuit, tne FY 85 pudget deficit
o0 3211.9 oliiiion was approximately 5.5% of GNP. Taaz
srowtn in federal spendinz 1is tne major cause of tae
current deficit. [Rer. 23]

Coniress 15 desiznated tue zuardian of tne Treaczury‘'s
purse. 3ut during ctne past faw years, Congress's 2onocdd

ardepsnien

c

nas veen sravelry weadened du2 to Jdec.ine In ia

amony ajencles, comanittess, and relianed proIrauis.
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i TABLE 8

O FEDERAL BUDGET AND THE GROSS NATIONAL PRCDUCT, SELECTED YEARS
) (SBILLIONS)

Year Budget Recéipts Outlays Deficit/Surplus

o Amount Percent Amount Percent Amount Percent
W of GNP of GNP of GNP

R 1963  $106.6  14.4  S$111.3  19.3 $4.7 1.0
Pt 1968 153.0 18.4 178.1 21.4 -25.2 3.0
" 1973 230.8 18.4 245.7. 19.6 -14.9 1.2
§§$ 1978 399.7 19.1 458.7 21.9 -59.0 2.8
Wl 1980 517.1 20.1 590.9 22.9 -73.8 2.9
1981 599.3 20,8 678.2 23.5 -78.9 2.7

2l 1982 617.8 20.3 745.7 24.5 -127.9 4.2
2 1983 600.6 '18.6 808.3 25.1  -207.8 6.4
1984 666.5 18.6 851.8 23.8 -185.3 5.2
e 1985 734.0 19.1 945.9 24.7  =211.9 5.5

:‘{:" [Ref. 44]
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Ta2 ndependsnce of Tae autnorizing cowmitiass ana
appropriactlion supco.aMiltiees anaogled eaca to conduct

1TSS business with little regard for tne spenaing in

!
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of the Jotner. JSince each commitctes and sudcommittes
worked for oudget increases in programs under 1t3 juris-
diction, comaicttees nad even less incentive TO Work ia 2n
cooperative umanner. _Conzress nas sougnt to "snore ug"
1T3 guardiansnlp Dby 1mposing oudget commitcee coniro. svers
appropriations. Tane act oniy placed supcoumnitta=2s 1in a
pOsSiTiOon wWnere requests are submitted at an amount deyonld
a required amounﬁ, to aliow for cuts by dudset commitoees
at tne next congressicnal level. It se2ms that esveryone
in congress nas vbe2come a strategist for spendini. @ita
the 1ncreased 2wmpnasis on tne federal debi, tne new buzz

word nas oecome deficit reductcion. [Rer. 24]

2. SUM4ARY

Tne casn nmanajzement soncept =2volved during tae 137J'5.
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Increase empnasis resuited as tn

~

incterest Lnereased. Coniresz and tne adilnistration in
pcWer assumed major ro.ies 1n caanijin; orocedures, reju-
£aLLons, and -aws jovern.n: and affectling 2asa anasenaat.
Tae sallosooany of ¢asn manajgenent nas oairfced rron a
a2zsure of 2frlclency to a wmeans of reducla’ tne Jdeiiciz.
Tne Dect Cossection and Prompt Payment Acis, deforw 45, ang
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improve efficiency and not to address ta@ i1s3ue or deticit

reducticn. 3ut witn tae Deficit Reduction Act, tae

o
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enpnasis nas snifted to deficit reduction. Witnin DCD, .

-

tne performance or tne services vary according to wnat

- -

- o T

legisiatvion is discussed. Overall, thne performance
taus far is encouraging; but deficiencies stiil exist when

S5ing tile two major pieces of ilegislation: Tae Proupt

w
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Payment Act and The Debt Coiiection Act.
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Tne DJeficit Reduction Act represented 2 pre.iininary
methoa oy Congress to reduce tne federal debt througn
improved cnanies in coiiection and deposit procedures
tnat increase tae availability of nontax funds to tane
Treasury. A5 wita any major iezisiation, wmany nours or
a2ven years Wwiil De spent on Lus linterpretacion oetore
any formai l.iolementation, and opinions will difrer.
This cnapter wii. address sone of &tne key provisions of tae
Deficit Reduction Act and its interprefation by tae
Departrent of tne Treasury. In partvicular, tne rocus
Wilil De on an examination and review of that portion or
tne act entitled Coilection and Deposit of Payments t©o

ZIxecutive Agencies. [Ref. 6]

A. 3ACKGROUID

Tne Deficit Reduction Act was enacted in 1934 to mawe
cnanges TO tne tax l1aws and to produce otaer wanazement
improvaments to reduce tne deficitv. [Ra2f. 0]. The Senate
Commicvcee on Finance orizinated tae oiii and tne ianzuajg2
for tne Deficit Reauetion 4ct. & series of ta2 mest
sidniricant events leadiny to tne Act wulcen occurrel are

iisted 1a Appendix A.
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In tne House of Representatives wtne Housa Comnictcee
on Ways and leans completed its actions on 23 June 1934.
Tne Tax and Spending provisions of H. R. 4170 were pasced
on 29 June 19484.

The Deficit Reduction Act was signed as Puolic Law
93-3069 on 18 July 1934 [Ref. 4]. The Deficit Reduction
Act was divided into.Divisions A (Tax Reform Act of 1984 °
(Titles iI-X) and Division 3 (Spending Reduction Act orf

1934, [Ref. 0].

8. PROVISIONS OF PUBLLIC LAW 938-369

Under liegislacion in effect before 1934, federal ajenc:ies
Wwere aliowed to coliect nontax deots in a variety of ways
Without any expiicit zuidance on casn management. In
1933, a total of $55 billion in nontax receipts were
coliected by metaods otaner than acceierated systems.

Tnis was one of many incentives for tane Deficit Reduction
Act. [Ref. 6]

Tae Deficit Reduction Act autncrized tne Jecrevary of
the Treasury to prescribe tne tine-frame and tae 1etaods
oy wnicn rederali agencies wiii coilia2ct and deposit nontax
deots to tae Treasury. Tae Tro2asury aas tae oower o
1:ap03e charges for neoncowpalance in an amount detarmined
To Je tne 1933 o tne Treazury's gsenerau fund. Tae

zeneral fund willi be avaiiaose witnout any fiscuas year
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~.imitavions for tae pay.@eni oOr expenses 1ncurred in
deveioping and carryidg out improved metnods for coilecticns

: deposits. [Ref. 23]

I As tne «Key azency, tie Treasury nowWw nas tne auinority

to perform and affect casn management tarougnout tne

Federal Government. Given its role and functions, tae

+ Treasury nas tne Congressional support wnich allows it ©0
perform a petter joo of casn management, besides tnese

otner major functions:

" v

a. Acts as the government's treasurer and is responsidie
for tne government's cash management policy and
procedures.

? . Provide services in support of tne management of
4 the public debt.

c. Acts as tne government's banker for tne coliection
- and disoursement of funds.

d. Maintains a system of central accounting and reportin;
to provide a consolidated record of tne zovernmeiai's
financial transactions.

I
o s DT

.

e. Issues instructions on central accounting and
! reporting, payrolli, disbursing, and deposic
regultations. [Ref. 7]

. m
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Section 2652 of Subtitie C (Impiementation ol tae
Grace Commission Recommendacions) states taat:

« « +(a)(1) supbcrapter (I of Caaprer 37 or titie 31,
United States cod2....(a) eacn nead or an executiva

o . azency (otner taai an ajgency subject to s2ction 4 or

¢ tae Act of day 13, 1933 (43 stac. 03. caacter 32; 10 J.

p 5. C. 831n) snali, under suca regulations as tne sSecretva.y
.
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of tne Tr2asury sna.. orescribe, provids ror tae Timawy
deposit of oney Dy otf'ficial and azents of suca azenly
in accordance wWwita section 3302, and ror tane coi.e2tion
and ct.meliy depo3it of sums owWwed TO sucn agency 2oy tae
use of sucn procedures as withdrawals and d2posicts oy 4
eiactronic transfer or funds, automacic Witndrawd.s
from accounts atv financlial institutions, and a syste.
under waica financias i1nstitutions receive anag depos:ic.
on bena.t of tae executive agency, paymenis transmitcea
L0 post office lock ooxes. . . [Ref. 6],

Congressional iatention tor this portion of tae
legisiacion 15 to reduce tne national deficit tnrouza
governnent-Wwide processing of coliections and deposits.
Faiiure to compiy and make deposits in a timely :manner
wou.d result in a cost to the agency. The Secretary or
tae Treasury 1is responsibiLe for prescriding and assisting
agencies in implementing tne latest transfer metnods
available for the coliection and tne timeiy deposit of
receipts. E£acn agency 13 responsible for reviewing its 4
casn receipts processes and ensuring tnat formai odrccedures
are gocunmented wnici provide ror tae prompt and contiauing
action to coL.ect nonvax receivaoies. [Ref. 26]

DJ3J nas not perforined weii in col.ecting Jdeots.
idowever, focusing atctantion on tne value of taose recaivao.as
co.lecteg (Tas Army and Air Force cos.ected a comcined
tosa: of J730.3 atiiton in F7 34 and 3912.9 misiion n Y
337 and deposited Wil. resust n Le33 dorrowing oy tne
Treasury and aiiow for an accuimuiacion of iaterest incoue h

tarj’usn iavestiient., Tne Treasury 72as various metnodods ane

23
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systems {or co..eg2vions and deposits, wniéﬁ Wwiii 0@
discussed in -tae next section. [Ref. 27]
a. Coliesction lecnanisms

Any agency worikingz with tne Departmenc of tas
Tr2asury wiil determine tne most cost effective mecaanisn
for coliecting funds. The odjectiva is to deveiop a systen
capaole or expediting credit and ennancing tae avaiiadiiily
of funds to tae vepartment of the Treasury. A thorouzn
revieWw and anaiysis Will pe accomplisned to determine ta2
extent of tne current colLiection and deposit systen. il
improvements are required, a system 15 canosen waich
demonstraves tne most erficiency and effectiveness ac
minimum costs. The simplest metnod of collection wousrd
be for the payee to deliver the funds to tne agency or a
representative. [Ref. 29]

Tne Treasury, tarouga reseaicn and ana.ysis,
nas develioped asternatvive systems for coliections. Tae
systems invoive 2@.2cironic transfars waich cypase tae
aanaling of wmonies. A system deterainea to Qe 203U
erfective is normaL.y i1mp.emented. 3ut ocefore any il.ip.e-
Jentation, a Laorosuga study 13 conducted wWaica inciud2s zn
exaninacion of ccscts associated witn pergonnel, sysiaa

procurement, equ.nment, and systeiln malntanancge. RO el

effective, tne agency and tae Treasury's trinanciygi .aana . 2ne:

service (FAS) wi.. require tunding. Tae rfinancia. Jdaanageuen

59
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- Service's input 135 2ssencial to tae decision process Jue

TO the service oversigat and controls at tne naciona.
oy teve.. Tae approvali autnority from tae Financial tanageasnt .
o Service i3 required wWwnen an azency plans tTo convert

fromn one eiectronic system to another, estabilsnes new

i contracts, and renews oid contracts for coiiection 3ystems.
0 | )
Y {Ref. 25]

Zacn agency is responsible rfor conducting casa
management reviews, and tneir collection systvem and
procedures must oe documented. Periodic analysis snouid
oe an ongoing process for determining if areas for 1mprove-
o ments exist. Tne Trzasury's Financial Jdanagement Service
N Wwitis perform casih management reviews and ideantify taose

agencies wnicn nave inadequate coliection systeﬁs. if an

2& agency fails to comply or magKe improvements, tne FMS nas .
{'Q"

’ H . . . . . . ~

fﬁ; tegisiative autnority under tne Deficit Reduction Act of

1934 to mandate that an agency implement a specified
Yt coi.2ction system. Tne following sections will Identify
coliection systenms tnat are electironic transfer systens

recommended oy tae Treasury. [Ref. 25]

Y (1) Locs pox System. [ais 13 a systew of

v ¥

* .

i depos5itory accounts ,eo0zrapnlca..y iocated 30 tnal racelpis

mai.ed 0y payers wWiii Tagde no nore tnit one 4ay oo reaca
) vnat jocation. Componencs of tiae curient 10CK00X 2Lword

¢, are as fo..0W3:
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Citizen ang 3Soutnern w~atvionai Bang Atianta, GA
First wactiona:r sang of Cnicago Caicazo, tL
Repuo.ic Bank vaiias, TX

Bank of Amer:ica Los Angeies, CA
Jdelion 3ank Pittspursn, PA

Tae i1ockdox 1s a post office box designated
as a remittance address ror payments of an agency (Figure
4). Tne agency autnorizes the banKk access L0 tae post
office box. Tals ailows tae bank to collect maii from
tne post office several times a day, process the caecks,
and wire-transfer tne amount into the aJjency's aczount.
leceivable caecks can oe processed before tine accouniing
function takes place rather ﬁnan afterwards. Througn tais
metnod, cneckKs are availaovle two tO three days eariier
tnan norma. operations. [Ref. 28]

The armed services nave estaoiisaned accounis

Wit tne roslowing oanks:

gang service
dank of Aaeric Navy
Citizen and Soucnern Hdational dank Aray
First wational Bank of Cnicaso Alr Forc

3esid2s tne Treoasury's approvai, azencies rsguestin

[ &)
Jou
[

Treasury autorated 10CKDOX SysUem wust perrora a nail

o1
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gri.ection study and a review of administracive savinzs.
ine raguest U3t ve forma.siry suomicted. Tne most Laportantc
Jenefit of tais type or system 13 taat Lne system acce.eraves -
tne coliection of payments. [Ref. 29])

(2) Treasury Gepeial Account Cash Concentration
System. Tne casn concentration system, wnica 1inks a
nectwork of commerciaj aepositories when an agency, :ma«<es
deposits to 2 centiral concentrator bank tarough tne
automated ciearingnouse system. Tnis system services ctie
Treasury's general account. As a result, the funds are
transferred into tne Department of tne Treasury tarouzh a
Wwire transfer. (Figure 5). £Zach day tne Treasury general
account depositories report aii funds wnicn nave peen
d2p05ited by agencies tnat day to a bank data service
faciitivy. The data service faciiity comoines the inforaacion
rapcrted by ailli depositories and generates a transaci.on
fi1ile, Transfers fromu tine Locai depositories to the
concencrator osanks are made on tne ousiness day fo.liowing
deposit of tne funds. E£acn ccncentrator bank wire-transrers
tae total Treasury general account deposits to tane Treasury':s
nmaia account at tae Federai Rdeserve 3anx in Jd2w Yorx for
lmmedilacte ¢redit. In zenera., funds deposiced 15 .Cca.
Jdepocitorias =2az2n day are credited co tae Treasury's
seneral account 9y 2:80 p.a. of tae roiiowing osuciness

day. [Raf.29]
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TGA CASH CONCENTRATION SYSTEM
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— Figure 5
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tais System, an individual Oor crzanization can autaorize
.‘.,
-5 Tae jovarn.ienc Lo automaticalily deposit or witadiraw funds
2
* - . \ ~
) £.°0m a personai or ¢orporate pang account. Tie funds arsa
‘ transrerred DYy magnetlc tape or otner electronic media,
W tarougn comaergiay deposicories, Federal Reserve pands,
]
»
K1
X and tag Department of tae Treasury.
[ &
Tais system provides for tne ciearing of deots and
‘!
)
lg coedits eiectronicasiy ratner Laan Larouga a pays.lcds
X
Mol — - . . . .
e aovement of cnecks. (Figure 0). Adequired ianvoice dats
iy
can ve directiy cnanneled tnrougn tne network oy an
it .
t
i? originating vank. It 1s possibie to edit and format tais
9
Ay
ﬁ information to 3uit the needs of the agency. Suodseguently.
tne transactions are relayed to the proper bank for funds
i :
a coliection. Once tne funds have dDeen pooied, the sun,
4
) . Lol . .
{. a.ong wWwitn 1ts corresponding dava 13 sent to tas des:ignactes
[)
('}
receiving van«. This oank wWwires tne funds to tne aporogr.aca
r}l
o
£ B .\ P’ .
" azency .ocatvion code (ALC) at tne New Yorx Federa: Raserve
)
) . . . . N . . ~
o8 and transmic tae Jdepdosit intormacion to tne agsncy. (aeft.
23).
g
ot
&
i '
b .
., Tals Syst2m orovides ror tae translier of
X
_ LndE TACQ2uln an erecLronlc u2dlun pelwsSen tiae Degartmant
i
ﬁh of tue Tr2acury and a2 0andini comaunliy. S.ince fuaas
e,
U R
a- _ are WJire-Iiransterred, cnecks and tae accompanyin; ¢o2..23Ciiin
e
& 23
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Tlu@ are ccoup.etely =2uruinated. zad fuass ar2 avaliio.
0n tae actual payment date. Tae sysied JAdoras Lo Tais
format: (1) Tne Treasury Filnancial Ccmnunization Systen
(TFCS) al.iows paying entities T Jdirect tne.r conmercia.
Danks TLO cnarge tnelr vank accounts and to cransfer
payment tanrouzin FRCS; (2) to tne Treasury's .ain account
at tae Federal Reserve Bank of iHew Yorx; (3) ang tne
Treasury 1s immediactely advisea of tn2 transfer tnroula
an eliectronic link provided by the TFCS (Fijure o).
[Retf. 29]
b. Deposits Procedures and :iethods

Tne deposits of funds in an expedient and
cinely manner cannot be overenghasized. To at.ow for
cost effectiveness, agencies are oniy reqguired to deposic
receipts of 31,000 or more on the same day recaivad
pefore depositini cutoff time. Jdihen tne accumuiacad

awount 15 signiflicancly .ess, next day deposit orf runids

[

13 authorized. In aduition, agencles Wl.oi 1342 LULLil.2
deposits if requilred, nand-carry vice maiiing deposiivs Lo

Fezeral nas2rve O commerclal ovands, and maxiaize dai.y

spec.iilad cutoii Tines. Tne mecaanisasd ia2ntifoes o
£0.L.2CTLdNs are Taoe 33ie 'or adeposlts. Tae concaci o

Jepa31luing ccuowned
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diiiinz=--=>Payiments terms-=-->Maiiingy =-=->Processing
30D and tne Dericit Reduction Act rocus 9on tae processing

pnase of tne Receipt Casn Fiow Pipeline. [Ref. 26]

Thne agency is responsiole for tne pianning, documen-
tation, and implementation of a coliection and deposit
system. Tne collection process is a continuous requirsuent,
and as new systems are developed the agency is requirsad
To review its system to identify areas for improvements.

As an 1internai controi procedure, eacn agency is encouragad
to document ali casn fiows TO maintain a perspective or

the erfectivaness ¢of casn management wWwitinin tane ajency.

Tne casn flow documentation tremendous.y reduces une

amount of time devoted to cash management reviews and tne
preparation of summary reports.

)

[97]

The Treasury's Financial Management Service (F
cash management review is an official report ¢rf an agency's
casn manaygeinant program. It willi maxe racommendation:s
and assist in the impiementation if deficiencies exisc.
if an agency fails to respond to a series of notices, a
ifinancia. cnarge willi pe assessed [Ref. 25]. Secz:ion
2052 (Coiiection and Deposits) states cthac:

. Tne Secretary is autnorized <5 co.iiect froa 2n
CY nOoTU CoapLyiny Wita tne requlremencts iLupdidsed pursuant
a2 precedin; sentence a charge in an amount tae

tary determines to pe tne cost TO Lne zZenera. fund
d oy sucan non-cowmpliance. . . [Ref. 9]

[Z e I 4 e ]
®
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Azencies cited ror noncomvirance ard reguired to
Day penaliltles as determined oy tne Secretary of tne
Treasury. The penalties are deducted from appropriated
funds, whica are availaoie tTO tane agency to carry ou:c
prozraas to which tne collections are related. An appeal
process does exist and an agency wnich cnooses to appead

"~
e

a charzge must submit, tne appeal to tne Commission, Financial

ct
(Y]

danazement 3ervic2 within 45 calendar days of tne da

not

(@]

assigned tc the Notice of Deficiency. A penaluty i
pald untii final judgment is rendered concerning tie
deficiency. Tne appeal board is composed or the Comaissioner
V(Financiai ifanagement Services), Assistant Commiss:ioner
(Federal Finance, Financial ilanagemen. fervice), and a
temporary casn management official from an agency other

than tane agency appealing. A decision must be rendersi
Wwitain 30 days from receipt of tnhne appeal. If tae fina.

rule favors an azency, no cnarge is assessed. If tne2

cnarge stands, appropriate accounting data must D¢ suowitieu
to tne Treasury within 30 days of tne rinai decision.

Tne Treasury, under tne Deficit Reaucticn Act, is autacr-izad
TO zutonlaclcaliy deoit tne Treasury's accounc if an

aZency does not vosuntarily pay tae taairze assessed.

{Retr. 23]

]




Section 2652 {(Coli.ection and Deposits) staces taac:

R . + . Tnere 15 estaolisned in tne Treasury of tne United |
‘Qg States a2 revoiving fund to de xnown as tne "Casn Hanageaent
BEON improvement Fund" . . . [Ref. 0]

Tne funad will support iniciatives and various

improvements programs assoclated witn tne develilopment of

new metnods designed_to improve tne mecihanics of coiiecting
and depositing of nontax funds to tne Treasury. In

-&ﬁ accordance witn tne law, tne fund wiil function as a
revoiving fund. Tne Treasury is assigned as tne Financia.

danazement Service as zuardian of tne fund. The

¥ . - - .
s dispbursement of funds from tne account wiil be expended
Wil :

hX) ‘ e . .

,%, for taose projects specifically selected by a projec: -
"|‘. >

seiection and approval committee. The account baiance

(AN 3
Ve . , e . . . oo ©
aﬁq wWiii pe pubiisned in a Treasury Financial Builetin. A
454 4¢
o, . . , L L . .

ﬁg fiscal year limitation wili not be estapolished tor expens=2s

v v

incurred as a resuit of developiments in ilmproved metnods

K] i’
Ly, - i . . :

SR of co.i2ctions and deposits. Tne expenses (incurred in
R )
;:..-_ I‘ ) . .
D developing new procedures and mecnanics) and tne costs

S
_ (personal services, the leasing or purcnase of equipament,
”nll
. (i",g, . . . . C ~
e and operating facilitles) wiii De rinanced froa ta=
ﬂf"'(:’

AR
AAg»l ) i o ‘ ‘ .
~ﬁ& account. Coiprenensive reporits will be prepared and
l,“\"v‘ .

B pudlisaed oy tne Treasury relating to current financiaqs
BOK .
RN . . ~ :
4@3 position and past transactions arfecoing tae accouns.
R
n'y [Ref. 25] .
i AT
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e
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C. SUIMMARY

Tne Deficit Reducvtion Act of 1934 is perceived as a |
foL.ow-on to tne Dedt Coilection Act, wnicn empaasized ﬂ
tne coi.ection of outstanding debis. Tne Deficit Reduction }
Act zives tine Treasury authority to set poiicy. Histori- ‘
caily, tne Treasury nas been an advocate of the casn
manazement concept but unable to influence Oother agencias
Lo parcicipate. Only tnose agencies wita similar entnusiqsa
and interest adopted and used the methodology and iit=zracure
provided by tne Treasury to advance their knowledZe
and expertise in tae area of cash management. The vDeficic
Reduction Act requires tnat all federai agencies place

increased emphasis and make improvements 1n tne area of

cash management. As a leader in tne fieid, the Treasury

is autnorized to judze if an agency is in comp.iiance and
autnorized to assess penalties 1f an agency faii.s to
participate and initiate improvements. Funding is avaiiao.2
ror researcn, testing, and the implementation of n2w

developments in tne area of coilection and deposits.




iV.

Conzress gave tne Department of tine Treasury tne
responsioiiity for formulatinz and prescrioing regulacions .
and metnods to implement the Deficit Reduction Act of
1984, Thne Department of tne Treasury was provided one
year to accomplisn the task witn a deadline date of 1
Octooer 19385. The Treasury Department responded 1o tae
intent of Congressiona: directive and publisaned tne
Federal guidance on 3 September 1985. Tne Deficit Reduction
Act requires that all provisions relating to Section
2652, Coilection and Deposits, be fully implemented orior
to 1 October 19386, dith tne Treasury, DOD is foraulating
its poiicy to impiement the Derficit Reduction Act. Once
approved, 03D wiii stipulate to tne serQices trne requirsnents
and procedures for processing tne legislation.

In this cnapter an analysis is performed on tae
impiemenzation process of the Deficit Reduction Act.
Altnouzn no formal policy nas bpeen proiwigated, the
analysis wiii indicate what procedures snould be used and
the proolems tnat iegisiaction faces ia 1enerai. Aionz
Wwita ¢ae interpretation process, tne impiementation i3 3
onase of tine enaciment process wnati i3 a racror i1a ne .

success or faiiure of tae Congressionai iegisiacion or

(RIANN :
RGN

MR TS U N A TL XY R SRERIBRN AN ORISR SR ANANBKAXE
R LR R O B e A M R T K S O AR WO

»




otner administracion reguiations. Thne implemenctation
precess 15 a vital Link to -tne intent of Conzress or utae
originacor of a regulavion.

Tais chapter also includes a review or Tne step3 and
final ruie resuiting from the Treasury Department's
compliance with tne Deficit Reduction Act. The roie of
tne Treasury during }mplementation and now 1t functions
as tine predominant adminisctrator of tne Deficit Reduction
Act is discussed. The analysis will review the impiemen-
tation process of simiiar legislation and observe tneir
impact on the Prompt Payment Act and tne Debt Coliection
Act of 1982. The issue of iengtn of time it takes oetween
tne passage of law and the final impiementation (0 iacxk
thereof) is addressed. Aithougn full implemenctatvion wili
not de in process before tne compietion of this researcn,
a 100K at the preparation, incentives, and proola:ms tnat
Tne armed services' accounting and finance centers fores=2¢
are or gIreat concern and interest and are discussed.

Tne 1lipiamentation process for tae Deficit Recuction
Act Wiil notv oe e2asy. But 1f impiemented wiltn tne intant
of Congress and carried out witaln tae spiric of Tne i1aw,
tae resulcs could pe ogeneficial. A5 tine cnhosen admiais-
tracor, tne Treasury Department Wiil provide tae lipetus

ana enrorcement for the sucgess oI ULhe ile3l3.3tlon.
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A.  DMPLEHENTATION OF THE PROJPT PAYHMEWNT ACT ANo 03T
COLLZCTLON ACT OF 1932

3efore dzscussing the 1nitiai pnases °of proawuizating
tne Deficit Reducction Act guidancé Wwitnin DOD, a review
of swimitar ieglslation is presented to determine ir
similarities or differences exist. Tnis review snouid

benefit tne impiementation of tne Deficit Reduction Acct.

PR

The Deficii Reduction Act and previous legislations. as

casn management initiactives, alli focus on a common zoa.

i of reducing the amount of funds wnicn tne Fedetrai Governaen:
”@ nas to DOrrow Lo pay its debt. Currently, the focus

is on the deficit. [t is also on eacnhn of tae cash amanaiement

Ny initiavives wnicn wili fulfill a role 1n minimizing or
B0
e X . -~
- reducing the deot. [Rer. 35] :
F‘,
1. linpiementation of the Prompt Payment Act

e

o . . . _ :
) Tne implementation of tne Prompt Payment Act oezan

[ X 2

#L“ A

%k with the publisning of OMB Circular No. A-125 (Promot

. Payment). Circular 1-125 provided tine policies and

Y ,

iy procedures whicn were to pe used in paying for tae purcnases

.‘Q’

Ly . _ _

ﬁ: of property and services acquired tarougn government

LI

contracts. Aifter interpreting Circuliar A-125 and tne

xi intent of tne iaw, tae Office of Assistant Secretary of

'Jfg

LM ~ ~ .

o Jderense (Comptroiier) furcner deiineated tarousn a memdranuuag

- formas tae purpose and requirements of Circular A-1235,

.
A . .
Fx anc added quartei'iy reporting requlrements, computationad

i
O

)
o rates. and reporting format. [Ref. 10] .
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Aznong tne arned sarvices, each oranci took a siizat.y
dirferent approacn. Besides tane legistature and 93D
requirements, tne Navy reqguired 30 of its larzest coumands ‘

(including major claimants) to assume responsibilticvy §

(9]

r
excessive interest payments paid by subordinate activicvies.

NCF-21 (a branch of the comptiroliar) records interest

data taken from the files of tne Centralized Expenditure !
Reimbursement Processing System (CERPS). Tne data extracted i
is printed out in assorted formats. These documenis fora %
tne Navy Interest Payment System (WNIPS). Tne WIPS is 1

reviewed by financial managers where tnose activities

experiencing excessive 1interest payments are identified.

oo

‘ The neadquarters for activities receive montaly performance
Letvers reqpesting prompt remedial action. Along wita
‘ ‘ this report a "top U4O" report is generated listing the
“ worst Havy-wide activity performers in interest doiiars
paid. Tnis reporting system in a competitive environment
creates pressure on those commands experiesncing proviems
Wwith interest payments and forces them to take iniclactives
to tuaprove ctaeir status. [Retf. 301
In addition, separate reporting requirenmsents were
; astaoiisned for (1) disdursing acctivicies wnlcn pay
contractors Witn appropriated runds; (2) nonappropr.acaz
5 fund activitlies; and (3) tne Defense Contract Administracion

i . Regions. Tne lLatter orzanization was required Lo lip.aaenc

5
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sixteen difrferent reports to assist in controiling infor-
mation regarding interast payments. [derf. 30]

Tne Army and Air Force pronmuigzated direcctives win
slaiiar reporting requirema2nts but without tne pressure
initiavive. The Air Force directives were more detaiieu
and dictated an appropriate approach in reiating cnanges
to vendors. Tne PrO@pt Payment Act was not intended for
tne creation of adversariali relationsaips wictn vendors.
Among tne armed-services, the Air Force directivzs and
messages emphasized tne seriousness of maintaining close
reiations wita vendors during the initial pnase of tae
1mplementation process. The Air Force actions, amonz tne
services, were tne most appropriate in the spirit of tne
Prompt Payment Act. [Ref. 35]

OiiB issued an amendment or attachment to Circu.ar
A<125 vo oetter impiement the requirewments of ctiae Azc. Tne
attacament was proauilated in response Lo concerns aobous
preiress payment and various types of contracts tinanced
tnat normaliy 13 prcvided cefore tne actual receipt of
500ds and services. Circuliar A-125 raiied to address
tnis 1ssue. Thne A-125 amendment was 1ssued to provige
c.arification of suen questionabie 133U€3 W.lnl 3GALLLONAL
zux:dance on tne proper Ttlaing of caymeant O contractars andg

contract financing in senera.. (Rerf. 11]




Tne impiementation of tnhe Promot Paymeqz ACU Was
not a difricult task tor DOD. Tae only difficuity rescez
Wwitn subordinatve activities wno suffered and stii. axperience
difficuities in paying pviiis. The Navy and tae Air rforce
experienced few problems in implemencting tne Act and
currentiy both organizations nave been successru.l in
acnieving the zoals. The Army stilil faces probirewns
because of non-mechhanized functions and tne I:zcation of
subordinate ‘activicies. [Ref. 36]
In summary, tne implementation of tne Prompt Payueni
Act and its intent have been successful from an overai:s
standpoint. Goals of zero interest expense and zero
- ear.ly payments are feasivie for DOD.
Factors characterizing the implementation of tne
Prompt Payment Act were:
~a. Timing was excelient., The Prompt Payment Jlct bdeca:e
law in January 1932 and was fully implemenced
oy Octoper 1932, The time spent interoretin: tiae

content of tne iaw was minimized.

. The composite of reports from D0D and otaner fedeia.
agencias Were presented to Congress by ud3,

c. FY 33 was tne first time tnat federa. agencies wers2
required oy Law to pay taeir viils on tiae. Tae
faederai azencies responded oy payingz 995 of taeir
ollis on time. detore tne Ac:z, 305 of Federas
Government's oi..s were paid late. [Ref. 14]

e Tae Deouv Coilection Act was enacied tO lLaproive

o , til2 Federal Governnment's efficiency in tne co.lection of

[




s deots owed to tne Jaited Stata2s. Taz iaprovemencs would

resust from naw and ravised procedures for tne coriect.on

Ly - of deots owed the redera:r Government oy 1ndividuals ana

W

*%: indusiry. Tne Act provided tae impatus Lo structuite a

W

v strong set of procedures that would =ffectively reduce :

tne number and amount of outstanding debts tanat oecome

unco.iectvible. Add:itionaliy, tne Act eiiminated the

tareat of iiability against consumer reporting agencies

g and instituted a more appropriate syscem for tne disciosursa
t 4

Lt . . . . . . S .

e of information to tnose agencies. Thne system is erfective

if procedures are followed judiciously. In tne past, a2

ﬁhg Federal Government couid not coilect Jeneral debts from

ek '

ﬁ% an empioyee without tneir consent, out tae Dept Coi.9oction

ey .
HM Act cnanged this routine. [Rer. 17]

9% Afcter tne passage of the Deot Collection Act 25 .
Hy

fﬁﬁ , October 1932, certain areas of the law required cliaririca-

Tﬁ tion. An amendment to the Debt Collection Act was passed

v 29 iovemoer 1933 wanich ciarified tae issue concerninag

Lkg contracting for coliection services. Tne amendment

|
1
|
provided for tne contracting of coilection services i
e witaout desiznated funding for tnis services. [def. 17]

;;. Ta2 four agencies directiy invoived in 1mp.zmzniing
M

s tae Depot Ccriiection Act were 0OuB, GAJ, Devartment of

1]

Wy Justice (DJJ), and tne Office of Personne: “anazg

A
L=

©

nt

(0P4). Tnese azenclies were jointly responsiol2 or
2 b
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oraescrivin: tne suldance ancd rejuletions to iuplsaent taz

Cebt Ccllection Act. GAD ot involves DYy heving tas
autiiority to perwit write-offs over £20,200. Tihe DOJ s

required to rule on cases involvinz litization involving

- . A o w

referred debts and their c¢ollecticn. OP!l initiated

e

salary deductions from pay checks. Finally, O!iZ has a
historical interest based on its investment of tirne and

sanpower, [Ref. 311

03 was the first to publish suidance in a edicrandua

.

which nhizhlighted the affects on the Privacy Act and

-

disclosures. Throuzh OHD Bulletin i{o. 83-21 procedures

for referrinz informztion to consumer reporting agencies
2

(s

were pronulzated. lext, 0il3 Circular A-123% of 9 llay 1%55

set tne policies and procedures for the Federal Credit

[}
¥ . .
¢ progzrans. The steps in a credit prozraa are:
i
i ~ . : - . . ) B \

a. Zxtending Credit: A determinaticn is .1ade based on
¢ the most current and accurate data concernin; the

financial status of an individual. Tnose individusal:
surpassing sinimum requirements are extended credit.,

i 9. IZstedlisning an account: Setting up an account to
‘ allow for scheduled repayments and & synopsis of
Jorocedures associated with failures to carry out
cclizations under the terms of tnecredit requireanentsz,

o ¢, Collectin; delinquent receivaoles: Collection
‘ serformed fecllowiny prescrioed crocedures and
rezulations that allows for and ensures ldue Sroccess,

_ 2. 'rite-0offz: Zurending fromn the records those azcouat.
LYy . - . o -

K that are unccllectitle and documentint Tz Iroczsc

a followeu Lo collect receivadbles. [fers. 31, 331
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Circuiar A-127 gsroviaed Tne mOST CitlTilgi ialorinic-

1on TOor processing deiinguent accounts cAaArodI do..22.2an
2 -

(&)

agencies. Je.singuent accouncs (more taan 5100 anaga o

o3

invo.iving activa duty meacers or feaerai employ223)
snouid be considered for rererral waen o1 days past

due. LT Oecomes mandatory wnen tge payment is S1X .10nldao
overdue. Active duty mempers and currenc federal a2mpioyeas!
sairaries are normally offset if accounts decome delinqueac.
In pursuing delinquent accounts tarougn coLiection ez:encies.
tne Federa: Register nigansizat and document tne ¢:ass of
records wanicn would require annctaction. Tais procedure iz
critica:r To ensure tnat eacn case 1s sudjected To dus osrocels
(39 day notification, opportunity to coiiect and copy

debt reiaced records, opportunity to 3et repayment scaeduzes,
opportunity to nearins an orficial decision). Circu.ar
A-=129 and concurrenc puolications of regu.lations in a2
Federa. Rejglscer wWere critical procedures 1ln implementin
tas Deot Coi.ection Act. ([gefs. 31, 33)

Given tae zuidance from GAO, DJOJ, and 2P, DD
1nitiaced its pnase of tne impianentation process Tarduln
200 Instouction [0O45,13 of 135 darza 133y (Coliection o:
(nideocaess due wae Ynirved
overidue, and Wanen t.nasly puplisaed iU U3ali2d Lo 3dairese
T2 2.,1l.Zad Losues concern.ny deot azarings and wno

dousd concduct sucn nearianzis. To add furzaer confusion.

29
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cae 5'.)0,,‘;3:1'. Of d4eot rarferra.s oziween agencias ranalaed

S

[

ansectt.oed. Tae suidance 1rom tne instruction addres

e 13s5ues O orf3etiling deots tarougn accitued -ay or

15 peing done to raduce and coiriect tnem. The D0D instiuc-

(1)

tion acdressed oftfset procedures invoiving trave. advances,

damazes to raml.y nousing or furnisaing. Tne instruciioan
ar30 prescrioed tne m2asuras of coliections waicih Ware 0

ofrset accrued pay or retirement pay and sonta.y installuaens
deduccions from memoer's pay. The amount of disposad.e

pay to oe orfset is iimited o 155 for tnose cases waers

a memder is accively exnpioyed. Jdnen a meuder resiIns or
retires tae repayment can 2& set at any amount. For

an out-of-s3ervice deot, tae onxy difference 13 tnat tnara

13 no aearinz. Upportunicies to estab.isa a re

0
o
e
u
o3
i

aireement, to insrect and copy Jdent ralated records, o
raview decision reiateu Lo ai3 claim and to obe aavisad of
inctenus to atvempt adminilsctractive oltset are ta2 Jdedtors'!

2ntlit.aaenis under tne precadures ¢ due crocess. fder,

Tae DJ0 zuidance prov:ides tae 1nitlacive and
framewo. & I0r ta2 i1mp.ementacion or tn2 Deot Co..aciizn

A

. Tae ~uLies, poocedures, and Wwetnods Wera iieatif .zl

[#]

witain tne instraccions. Tae ra2sponsioililily Was dacseld
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L0 tine services To impizment tne Debt Coliectidn AL 1a
accordance wita POD instruction, and mage 1t vWorg. in
Cnaprer I, it was discussed tnat tie 3ervices prozranms
3tiil lacked the concerted efrort to efiectively perform
as tne iaw prescrioes. Tne Navy does not have a foriiaz
orogram estaolished ror co:lecting out-of-service deots.
[Ref. 34]
3. i i 7 - - a
The Debt Coiiection Act and tne Prompt Payment
Act do provide insighnts 1into tne impiementation process:
a. Tnere is a time lag between tne passaze of a iaw and
its impiementation. Tne amount of time is determined
Oy tne comp.iexity of tne law and tne intent of
Congress. The legality of tne law in designinz a
program for effective implementaticn pmust be approacaed
wita concern for due process.
o. Within DOD, the service's impliementation depends on
tane availabilicvy of compatible systems. Sone fora
of automation 1is a criticali facctor.
c. Tnere was liack of initiative or incentive on ine par:
of DOD. Tnere nmust ve an incentive to perforum. Tae
Jept Coliectlion Act and the Prompt Payrent Acu d:id
not orfar the oppcrounicy for active participazion
oefore lnception.
Tnere are many directives beinz passed down witaout
any incentive to perform well fro:il tae manazar's viewpoiho,
ln 2lience tn2 services nave nad casa lanazement torzad
an Tneuw JSatnlr Laah voiunTtarily taxking tae inivtiative O
SonNstruct froIrams on Laelr oWn. 3ut a deficit or 32
Lrliliion and puollce pressure nave forced fedz2ra. auana.cars
LO react and conzresslonal 4831513L100 Nas resuiced.
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Zxternal sressures nave also orizinated from specisal
irterest ~roups and counittees such as tae Crace Coanission

and the Refori 23 uwork zroups. [Ref. 5]

3. IVPLENENTING TEE DIFICIT REDUCTION ACT
The Deficit Heduction Act will be difficult tc ianplaaent
within DOD because (unlike the Prompt Payrient and Dedt
Collection Acts) Conzress wrote into thne lew definitive
dates for the implementaticn of the lezislation, 1In
acdition, Congress appointed a watch dog agency (Department
of the Treasury) to ensure compliance. [Ref. 5]
1. Treasury's fole

Because there had been no desiznated azency in
the Federal Government, the Department of the Treasury
historically has nad absolute expertise in tne area of
casnh managemnent., The Treasury maintained a division
(Zankiny and Cash lManazenient) in the early 1C70C's that
was assizned the tasi: of assisting and coordinatins
money manazeuwent policies in the Federal Sovernuent.
Jiti. tne Deficit Reduction Act, the Treasury sained the
authority needecd wo carry oubt its prosranis and iuglenent
taose ¢cncepts it has fostered cver the years. 1t a.lso
reasury tne opportunity to institutionziiza
enent., [hef. 0]
ne Deficit leduction Act ~ave itne Trecsury Suc
autaority to creccrive tne timin: and the .setacds Ly

nA
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Wwnlcn agenci2s wil. coi.ect and deposit money to tae
Treasury, and to impose chanzes for noncompilance in tae
anount dectermined <O De tne 1035 L0 tne zeneral rund.
Mdonies in tne fund wiil pbe availabie witnout fiscal yaar
iimitation for the payment of expenses incurred in deveioving
and carrying out improved metnods for colliections and
deposits. (Ref. 6]

Tne Treasury's oojectives for a cash management
program are (1) to improve liquidity oy encouraging ctne
use of funds instead of investing in idlie resources; (2)
TO improve casn velocity (increaéing the flow auv winica
ccllections are made); (3) to increase returns on funds
tarouga investments; and (4) to improve safety of funds
2y 1lamproving internal controls and preventing unautnerized
access. These objectives wiil de tne basis for an aoproacay
to reducing tne deficit. [Ref. 29]

Tne Department of the Treasury nad a mandate of 1
Octover 1935 to analyze and interpret the Deficic Reduct:ion
Act, and vo prescribe and formulate regulations and
procedures to acnieve tine implementation of tane Act
witnin tne Federai Government oy 1 Octooer 1938. Tae
Treasury viewed this as an o2portunity o0 inscicutionaiic?

casn manazexent and Jive it zuostance. wnicn Was .ong

—

overjue. [Rer., 6
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Tane Treasury's inicvial step was tae convening of
a zoverna2ni-wide task force. A total of twenty Jlerform
33 azencies were invived to participate. Fron tais
crzanization, four Task Groups wers 3etl up and metv for
tdo-three weeks each (December 1934-Fedbruary 1985).
The foilowing actions were taken:
a. The firstc task group deve:oped a notice waicn provided
tne proposed ruies for ilxplementing tne Deficic
Reduction Acct.

9. Tne 3econd task group produced procedures for
aenitoring cash management performance

¢. The third tas« group focused on develiopinzg procedures
for using tne Casn Management lmprovement rund (CMIF).

d. The fourta task group revised Chapter 06-3000 (casn
manazement) of tne Treasury's Financiai danuai. Tais
task force's overall oojective was to develiop ctine
regulations for implementing tne Deficit Reduction
Act.

Tne results of tne tasik groups interactions was
tne Fiscai Service 31 CFR Partc 200 wWaicn was pubiisned
in tne Federai Register 3 September 1985. Tnis date was
in advance orf tne Uctober 1935 deadiine. Tae niziniiznts

ol the Final 3ule are as foiL.ows:

a. 3iiiing is required witnin five days of servi

cexs
rendered, goods delivered, or paymnent otnerwise d

Gde.

Financial manazement service may bpbrescride use or
specifii¢c ¢oilection meenanisms.

¢. Agencies Wili acanileve sam2 day deposic of monies Wita
o2niy certain exceptlions.
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d. Usinz tne metinodo.ozy outiined in tne Casa Hdanazenent
Raview Guide, periodic casn manag2ment raviews
Wll. be conducted by agencias to idenctiry opportunicias
for i1mprovaments.

2. As a last resort and in cases of noncompoliance, tne
Treasury nas the autnority to levy cnarges againstc
an azency's account in tne amount determined to ve
tne interest saving lost due To noncompliance.
[Ref. 29)

Tne Second phase of the Treasury's impliementacion
of tne Dericit deduction Act invoived tne developament of
invernal procedures ror the Treasury. Tne internal
procedures wouid estaolisn mecnanisms, prozrams, and
systems for monitoring the performance of agencies. Tae
procedures would recguire that:

a. Agzencles perform casn management reviews and suomit
casn ri1ow reportis.

oO. Tine Treasury wWwill use its casn management trac«ing
System to identify f{rom tane casan management raviews
initiatives tnat agency's are using to comply, and
waere necassary improve tneir casn management prciranc.

¢. Procedures pe identified for assessing charges wners
nacessary, and formalize an appeal process for tnosse
agencies questioning a levied caarge. [Ref. 29]

Tne Treasury's tnird pnase in impiementing tae
Deficit Reduction Act was the deveiopaient of procedures
for the operaticn and funding of the Casn MYanagement
Lagirovensent rund. Tne Fund (as discussed 1n Caapter 1.,
cage 2) was estaoiisned to pronote n:W 1nitiacivas ana
innovations in tne Jdevelopmenc of ne:' Sr impravad cazin

management coiliection mecnanisms aav.ng a potential ror

sovarnment-wide appiicaogiitity. Tae jrocedures aiso wou.a
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(1) conrtain asency appiication guideiin=2; (2) .siake avso.ucaly
ciear taat the tund wWwourd oe availaobie accordiag o
go3t/return anaiysis witn applicability on a governmpent-wias
basis, and (3) identify reporting requirements ror inose
agencies who successfuliy qualify and are awarded funds.
[Ref. 29]

Tne fourtn pnase of the Treasury's impiementation
of tne Deficit Reduction Act was tne rewriting of tae
Casn Management Chapter of I-TFii 0-3000. Tne revision
was made necessary by tne Deficit Reduction Acc. Thne
revision wouid contain (1) changes resulting from tae
new iegisiation on the subject of coliection and deposits,
(2) ali updates from lastu revision, and (3) a supp.ement
to tne cnapter (Casn anagement Review Guide).
[Ref. 29]

2. T

Tnis document would be used Dy agencies and tae
Treasury during casn manazement review visits. Prior o
tals document, no insctruction nad obeen set fortn on aow
t0 review cash management. In tne past, a system of
tria. and error and each augency's own interprecation andg
individuai erforts Were tne neasures of tane day. Tne
2asn danagement Review Guide provides a step 2y 3ie2yp
procedure for conducting a casn managernient review. Tne

cdrpose of tine casn management review i3 Lo reduce f.oa:
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(nailirt, processing, billin<) by analyzing transactiong,
docuaenting the casn flow, and establishing initiatives
4 for coirpliance usiny tne standards contained in the

e review guide. Analyzing all flows one at z tiie in

accordance with the standards leads to compliance witn -
X the rezulations., [Ref. 37]
. 3. 8 . o

The Treasury's benefits from the review process oy

L] using tne data to:

i St
< ,‘ & s s . e
N ) a. Initially update its casihh flow data and the
ﬁ: establishment of a data base using the new data.
. Improve forecastiny therevy reducing its borrowinj
WWR needs.
*,tf-;i:t
e . .
«%ﬁ- c. Track interest savings.
0
et . . . . . . . .
s d. Assist azencdes in complying with tne legislation.
ﬂii e. Share information with agencies experiencing siicilar .
LY ' .
0 casn flow problens.
et
&?;i_.'* L" . 2 i & i 3.7
The casn manazement review process bhenefits the
i B
X . .
.%J azencies by:
e,
! G‘IS » - 3 . 1
i *. a. Mlows them to institutionalize cash manajement and
W set the maximum for eacn budzet dollar.
rﬁ$ . Allows eaca azency to completely review and analyze
oy their cash flows in a zystematic fashicrn to identify
:%? isnprovenients and possible interest savin;s.
a0
d
e C. Provides oprnortunity to un;rade systems witih stzte-
— cf=tne-art technclo:y. [Ref. 29]
N
A?‘?&;
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On 28 Aarcn 19335 tne Treasury's .anagenenc serv:.e
pudbiisned a notice of proposed rules as a preiiitinary
requireient to Ltne pudliication of tne finali rur2 in wae
Federal Register. The zeneral pubiic was given 00 days
to discuss and coninent on tae proposed Rule. Twelve
Wwritten commentis were received whicn prompted a ruling
concerning their :al&e and appropriateness as caanges Lo
the rule. The Financiai HManagement Service eva.uated
aili comments based on taree criterion: (1) tne commnents
nad to be consistent with coniressional intent; (2) ine
cnanges must provide equality for all agencies; and (3)
tie changes must aaplify and cliarify tne Treasury's
requirzment and the responsibility or tne agancies.

These discussions contriouted immeasﬁraply Lo tae
structure of tne Finai Ruie, and provided an avenue ror
clarificaction and a petter understanding of tae requireaen
and otner guestionable areas. Tne areas requiring cilzri-
fication were:

a. Scope and app:iicacion.

0. Definition of terminoiozgy.

e. Bi.iing poilicy and procedures,

d. Coilection mecnanisms.

e. Collection and deposit »drocedures.

£. Casn amanagement p.anning and review.
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e

stood Dy tneir proposed reguiation.

and establisned

a'

b.

LNnat was JWelcoma

Lo their roie as

orsanizacion

o!f cae

waoere

Asszessmant of Caarges.

Operacions and paymenis from tae Casn danagenent
improveneat Fund. {Ref. 25]

In a wmajority of tne sicuations, the Treasury

Some of tne nijaitiznts

principies of tne discussion were:

Voiuntary donations were not exempted.

A cutoff tvime of 2:00 p.m. was accepted as cne
financial institutioncutoffvime fordeposicing funds.
The B8iiiing process (waich was not written inco tne
languaze of tne Law, but tine Treasury inciuded it
Jecause oiiiing 1is an inteygrail part of tiae coi.ection
process as perceived by tine Treasury). A five day
0oiliing cyclie was estaplisned.

Tne Treasury adopted a poiicy taat it wouid withous
failure institutionalize cash management witain
each agency.

Tne agency 13 responsioie for evaliuating its syscen
for cost efifectiveness, and if not satisfactory
identify areas for improvemeni and taxKe appropriate
action. [Ref. 25]

Tne Dericit Reduction Act was an important iniciative

and overdue. Tne Treasury was recepiive

an administrator for ctne Act, and want

aoout tneir business ennancing tneir position as a i2aaiaj;

in tne area of casn manazgement. Tae aizarijac
Treasury's function was tae creation of a forua
reprasencatives from al. rederai agencies wera




invited To participate 1n discussing tane final rejulacion
and becoule acquainted Wita tine concapt of casa managegilent.
2 . (Rer. 39]
v Subseguent meetings were heid wita OSD and regresan-
tatives from tae armed services ifinancial commun:ity. Tae
consensus among the arned services was tnat the Federal
4 Register did notu direct tnat action pe taken, and taat
03D snouid provide tne initial guidance or direcctive.
i Iniciariy, OSD assumed tae position taat 1ts roie was one
or coordination of responses from the services; tae araed

services were to respond directiy to tne Treasury.

This position cnanged as tane difficulilcy of implementing tae

By

E . Deficit Reduccion Act became a realiity. [(def. 39]

!

5 . C. DOD's Role in the Impiementation of tne Deficiz:

; Reduction Act

; 20D bezan acting on the iegislation based on tae
requirements iisted in tine Finai Ruie of tne Federal

.} Register puoiication. A meuoranduil was issued froa tne

f Office of tne Jeputy Assistant Secrsatary of the Defense

* (ComptroLier) on 24 Occooer 1935. The memorandus anacuacad

A

; tne regulrements and initlateg tne start of tine casa

3 management reviaw program. A.i 20D ccaconents wWousl

f 250402134 3ucn 2:rograms in accordance Wwita Iuidellnes

% puos.ished by tne Jdepartaeat of tne Treasury. Tae aco:

¢riticas and controversial reguirement resulting from a..

)
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orevious Jdiscusslions centered on tne

coingonents

srzanizacion.

N recelpt and disbursement cash riow,

Wou.d prepare casa

flow Jdata witain

interpreted, tnis meant reviewinl eadn

vadiy

an infeasib.e

considering tne avaiiabiiicy of time opefore tne 30 Septemder

1930 deadiine.
dithin
centers sat up

capaoiiity for

[(Ref. 40]
tne armned servicas, tne accounting and finance
appropriated orfices for assessing tneir

responding to tne Assistant Secretary's

Gl
ek . .
o mesorandum and tne Treasury's reguirements.
P ‘;g
'6;;(‘.
(1) Tne iHavy's response gquestioned the broad scops
;g of tne reguirements oecause of tne snort time ror
s compliance. This question was prompted at one
L3 1 . . . .
-, Treasury seminar, dut no response was provided.
}; Tne Navy's concern presented a consensus view tnasc .
L tne accounting activity and tne subtordinate coamand ’
wouid ope overwneined in trying o perform the
W . required task. Tae lavy recommended taat receiptis
Qk casn fiow ope documented tnis fiscali year and
?i disoursements during tne next year. Tne Navy cnoice
ﬁ% of receipts over disoursements was attripuctad o
R ongoing initiatives in tae area of disbursements.
} In addition, receipts snouid ve furtaser dividad to
}; meet tne Ocuvooer 1989 deadiine for impLementation.
N I
it
t#‘i' Ti DOCUTOIn 4L f ! i N L ars ive 13 L v -
e ne pottom iine from the lavy's perspective i35 tnas tael.
. &%y
%N .
Eﬁ casan filows &cre tToo nuierous and comp.ex n<¢ DUT TLOj2L.er a
#2port of any significant vasde witain tie ai.oted viwarrc.e.
fihe ne2u for additionai time was Lae essence c¢f tnelrs

(9

response to jparform an adeguaite o0 Witn aeaninzsfus

resultis.
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(2) Tne Alr Force's res»ons2 requasted a unifiel
ajcroacna royr JJJ. Lt axpra2ssed concern ovar tas=1ir
capaciiity TO compuy Witnin tne provided cvigserrana
. and requesced tne O0ASD taxke a Jore active ro.e in
' : corr2lating tne accions of tne miiltary servicas.
. Tne Air Force reguested tnat tne OJASD provide
T, impiementing suidance, approopriatve format for
. . reporting, and tie content and timing of reporto.
It requested tnat consideration be given ©d tae
) duplication of erforts un:2r Reform é3 waere an
- inventory of cash receipts, disbursemsnts and
$ noidings oy activity were reported. Finai.y, tae
o Air Force requested tne idencification of imorovenean:
o iniciacives relu.ting rom tvais activicy, and
considered the managewment vaiue of cash riow repor.:s
. compared to tae cos3t of producing them. [Rers. 27,
P 35]
.
N (3) Tne Army's response ecnoed tne sentiments of tae
i Air Force and tne Havy, tnat tnere was no wWay tae
armed services could carry out the impiementation
N in the time frame provided. [Refs. 35, 35]
g
& - Q 3 : ; P ' Qoo -
% UASD cnaired anotner meeting on 12 Marcn 13385 wita tasz
j J0D components and tne Treasury staff personne.l parcic.-
8 pating. Tdis particuliar meetiing centered on a caordinatea
X,
L]
3 recommendation from tne armed services tnat ctne Treasury
)
! extend the due dates for compLeting tne casih 10w reviews.
B Tnis would pe difficult pecause tne implementation Jdate
N
K Wwas mandated oy tne i1aw. Discussions wWere aiso ae.c U
K
N . : .
ﬁ deva2lop a coordinaced DOD position on adow Lo meer uaa2
5 Treasury's reguiresment. [Ref. 42] Tne meeting 2veniuz..y
3 .
% resu.ted 1n a croposai to review ian FY 30 rour aajor
.:‘
Q recelpt €330 '.OdW3 WAalca ar2 ca3ntraliy wanarted and aidia-
W ilsterea o2y tine tinance centers., Thne pirropossd Casa {.2wWa
. .
i
y . . : .
b Wwouid D2 addressed in tne following areas:
)
)
¥
[ ) 3
u
it
K]
|
Ri
A
4
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a., QJui-2r=3erv.c2 aeols 1'0or fiilciary personne..
0. Jut=oi=z2rvice deols for civiilian personngi.
c. JAilitary recvired pay d4eprL:z.
d. Contractor deots.

Tae Treasury's representatives were receptive to tae
proposal and indicated that t.ae reviews snould rocus on
Ltarge doiiar receipt fiows and Larze receivaodies. caca

sarvice 1

(@]

[ 27}

required to suopmit to JASD(C) a complete 1.5t
of receiptc casa flows and estimatved dollar vailue. OA32(C)
opted to draft a memorandum to tne Treasury requesting a
“aiver To tne Casn danagement Review Guide requireaenc:s.
Tne FY 36 review wouid de iimited to tae four casa fiowas
discussed aoove. [Ref. 21]

Aparv from taeir originai intention, 0ASD nas seen an
interactive force 1in impliementing tnhne Jeficicv Reducticn
Act wivnin DIOD. Tae impiementation has a few montns
remaining oefore 1is enactment. aoven with a proposed
2.2an of action, tne guessicn s5tiid remains as ©o wnetas:
tne aried 3ervices possess Lne incentive to impiement lig

texislation.

Do TXRZASURY COXMalT W 00)'3 PHOPISAL

Tne Treasury aas indicated taae ae prcposas froo
3320 or using cng four vaslc cacegoriés as tiae ianiclsi

3Leps ol :iilplemencing tae Dericit Reduction Act may Je

‘j) "4




. a-;
T Q'a _,a:

s

-
g

"
5
:g'!

. - . . e - Fal PERNEN -~ LR -
Q7S Woaas £ DY WaLVer D27 Lag Ju0algaslin

ne Casn Jianageaqent Raview Gulde wiii de used
L0 document tas casa receilpt tfiows. Tarouzn taelr

acceptance, ctae Treasury walves the reguirements of

[0

[+}])

reviawing asi casn flows until tne foilowingy fisczi ye
Taere i3 a yr2ac deaf of concern and specuiation wWwitaln
20D That next year Wlii ndoL See tne rudil impidaneatacticn
acecrding to tne Treasury's guide.ines [Rer. 43]. Wicta

cniy four aontas ra2maining, now could tne Treasury ra2iuse
tae DU) regquesc? Even if they; did, tne proposad inpu:t

Wouid 30114 D& JID'3 oniy response due Lo Lae $10rT vLm2
remaining. Tne iack of coordination, contusion, .ra&ck

or incentives, and ﬁhe scope of tne Tréasury's zuidance aava
contricuted i1mmeasurasiy to 230D's failure TO fu.Liy impreasn:
tne vericit Reduction Act according to tae Treasury's
raguiremencts.,

Tune four casn r'lows ar2 ai. reiated TO £20U COol.dgIlon.
Tnese casn I'lOWs are nilga doular value cactegories and are
major raceisis oi a recurrinl and aonrecurring rature.
Juring 1aliial concacss Wita cag Jdavy, acay, and Air
Sorce, Lae conseinsdus Wwas that tae Zcop2 of vae Irzacury's
f2ju-acion fo0 Lupiem2nting a2 Jericit Aeauctioa AT Lids

220 v.soad. 3decause f vais taci, Tie s20vildas Jdix nol
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regquest nor contempiate tnat in tneilr best interesc it

wousd aave Deen wise Lo inigiate a rreceliot casn riow

raview immediactely arcer the reiease of cthe Treasury's ru.2.

It was anticipataed tnat a waiver would be a.lowed ¢ tae

FY 80 deadiine. 3ut the Treasury does not anave tne -
autnority to cnange an implementation date wailch 1s parc

of -ne iraw. Only an.amendmenn or Act of Congress cou.d

aiiow tnis.

S ' E. TILJPLEZMENTATION

A"_‘E‘

348 . . . . . .
Y Tne foliowinz data summarizes the current action baing

taKken o impiement tane Deficit Reduction Act.

9 .
L) .
N 1. The Army
i
e [ane Army wili experience tne ieasv difficuity in .
[ .
setting up and anaiyzing tae receipt casa filows. Tae
>} (= S
0 :
e process 1s scheduied to be compieted by June 1930. Tne
!
o
) . . . .
Y, Army plans to analyze receipt cash fiows in its (1)
o
Transportacion Operaczions, (2) Revired Pay, diiicary. (3)
L
Sy P . . . - “
ﬂﬂ Juc-0orf=3ervice aept, Military, and (4) Juu-or-Service
?
‘ des>t, Civilian.
1}
a. Transportation Operations
P
b Tne Army aa3 a aucomated system (USAFAC)
'tn:ﬁ'
ﬁ% 103t 13 Jdsed ror Jocudenting paymentis td coniraciors., 1
N
At
Tae Jeots resuiting are related to services contracted \
N .|
!s'q;l _ . -~ - - . < A i - - Y e .
Lyl out on Government 8iii orf Lading (GBL). For FY o5 trans-
l" [} |
&l i
| 1 ) . . . . N '
{# J0rzavion op2rations nad a pub.ic receivaonle dept ot .
(R |
, 90 1
o
O |
f.."" .
:":"
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32 niili1on. gsls are issued tTo contitact serviees tor

aousenosd 00435 pacsing and saipping, aoving =2quip:xent.

=

"™

and owne:, rei1acad services. ne cost for taess services

0O

are nornai.y weilzat reiated., Often taere zre Jdifferences
petwaen tane estimated contracted weignt and the actua.
weignt and tnese differences are considered Army puolic
receivaoies. Tne contractor is notiriad of tne overpaymenc.
Tne receipt casn flow analysis begins witn
tne olliling process. The Treasury's standard is five
days. Tae payment terms, .aail fioat, and processing
float are analyzed in sequence. Tne objective is to
evaiuate tae amount of time expended for coliections
and deposits. Tne Army plans to compare iis operations
to tne Treasury's standards, to determine if improvewenis

are feasible and cost effective.

9. Retvired Pay, Hdiiitary; Out-of-Service, Militaiy;
OQut=-of-Service, Civiiian

A review of tae receipt casn flow procedursa

invoLving tnese cactegories is inictiated wita ta i el-TN

{1
(9]
3
pa

3tep or documenting the deot. A centratized accountins
3ystem a.lows thne Army to perfora a compiete record
raviaw of personngi teaving tne Army (civiiian and aisizasy).

Debts dJiscovered Jerore detacnmant are seccied wicn an

[ %]

orrsat rroi tite individual's final pay. ©Deors accunid.ated
Jduring tae :ast 39 days oefore detacament are cisted as O34
d20t. Onace idencified, tne Jdeot coliection crocauur2 o

il




inmplewencted wWwita cue proces:s. Tiae receipt casa fiou
review pegins after seittiemenc anas oeen reacned conceraling
tne :@etnod of payment. Tne Army pians to rev.ew :tne
recelipt casn fiow from tne point of coilectini the payu2ani
tarouza adwinistracive processing, and final.y 1is Jdeposit -
in tae Treasury's general account. Any improvgmencs
rasuiting from tne rgview wiil oezin at thnis point ¢l
¢co.iections.,
c. Objective
The Army's objective is to evailuate ctae ca:sn
fiow at tne Army Accounting and Finance Center. Inciusive
in tnis approach 1is an eva.uation of eacn activivy invoivea
. in tn2 coilection of data on out-of-service debtis.
2.T.n§_Aj.r_E9.m£.
Tahe Air Force's nlan for impiementacion para.ie.s .
; taat or tine Army witn certain exceptions. Tae four
caosen racelpe casn fiows are (1) Qut-of-service, misitvary.
(2) Quc=-otf-service, civiitians, (3) Hditicary, Retired pay.

) and (4) contract deots. T[ne documentation of deots i3

1)
<
.

parformed oy tae respective activicties at the AFa

4

P
ashilal

Tne receip:t of a cneck or casn is direccad 1o a

4

¢ wne deposicts tae funds in tae Treasury's jenera. account.
N Tne rocus wi.. se Jdireeted To improv.ng 1la=-nouse processin.
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a. Juu=-of=-3ervice, diiivary
Tne Air Force pian to use ta2 Joint Jdalirc:-u
dirtitary Pay System (JUHPS) rfor tane identirication of
Mmiilicary resated debts.
(1) i dPS 5. Tne JUAPS system 1is

nizaiy cencvraiized. It 1s a computer systen wita a dJgata

. pase that is updatved nigntly wita batcin processing undates
from Accounting and Finance offices (ArFO0) at tne loca.
g Commands. 2acn service memoer's account 1s cencrally

Ltocated atv tae Air Forcge Accounting and Finance Canter
(AFAFC). ~Feedback from tne AFAFC is received eacn morning

oy tne AFOs in tae field. Tae AFO35 can maxe inquiries

¥
KA
%; twelve months dack and process cnanzes for the last six
'
moncns.
‘Tr N -~ . . :
¢ (2) Hemper's Separation. Prior to separation,
3
o
v tae local AFO wmust get autnorization from AFAFC for tae
e
13
memser's f[inal pay. Tne system queries tae aembdar's
K R . _ , . .
Y account for outstandinz debis. Bad caecks written in
*
& tn2 i1ast 39 days are not accounced for by Tiae system. Ao
a rasuit, tais deot vecomes an OSAR., Tae finai rigures
o orovided oy JUHPS 1is surficient t©d start une O3AR co..ectiion
o
o srocess.  Tae account L3 referred to AFASC ror coi.cction.
i )
' (3) o lTue reca2iot
v, . . , . e
N casa r.cwW reviewWw derlns Wwitn tae oifset procass. Jac:
X3
g casn 0 a caeck 13 receivad, an anailysii wiil De verror.aza
.G
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TO dectemmine 1f improvements ¢an oe made LD The Ddrocess.
Concentracad 27forts Wwiii tocus on reducing tae fioac
from tne coiiections and deposits.
o. dilicary, rRetvired Pay
The Air Force pians to use its Retiree Anauity
Pay System (RAPS) for identifying debts and scneduiing
repayaants. .
¢. Out=-of-Service, Civilian
Tne Air Force nas a cencraliized system tnat
documents civiiian pay. Tne civiiian payroli office
identifies tne debv and forwards appropriate documentation
to OPi4. OPM can release funds‘from the meniber's civil
service retirement contiribution account to pay tne depvu.
Lf the memober does not nave funds in tne account the dedt
is returned to the AFAFC. Debt coilection procedures are
impiemented to coilect the deot.
d. Contractor Deot
The Deot Colr.ecuion Status Report i3 used to
manua.lly assess tine debts owed by contractors. OJdnce
idencifisd, Tne contractor is notifieu of tne deo:t {(ci.iinii

Tae casa or caeck 135 forwarded To a casaler at AFAF

¥i a0

[P}

deposits tite funds in tne [reasuiy's gfenera. accounc.
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of tuls writing, tiue Navy has anot tale

to identify a system or projra. for implenenting tae four \

1

pronosed catejories of debt.

"1

. THZ PROBLEY OF IVIPLEHMENTING THE DEFICIT REDUCTION ACT \
1. A inT & Cins a .

Tie protlem~of inplementing lejzislation Zate

o3

collection and putting it in a reportable format, e

proble; niay be traced to several factors: (1) an avseance !
of a coumputer system or appropriate software packaze, (Z2)

a laclt of interpretaztion, (3) a lack of fundin; or
rnlianpower, or (4) a lacwx of incentives. Tne vroble. has
centered on the accounting and finance centers, and thelir
concern and efforts in pursuing the iaplementation grocess,
Tihe accounting and finance centers mainly review lejizlaticn
and prescribe rules and rejulations., Tne support of tiue
acccuntin: and finance centers or lacii taereof sazlirics

the success or failure of the le-islation concernal

.
-

many instences, they are the cornerstones of the inpla-

mentation »rocess.

sutlic. Tielr concern for th2 inslenentation sroces:

zeens liaited to identifyin: an aduiinistering 2 20y,

101




043 Was tas<ed wita responsipility for tae Proxpt Payuent
Act. GAQ, Deparctment of tne Justice, OPH, and OMB were
assizned tne responsidbiiity for tne Dedt Collection Act.
Tne Treasury is responsivie for tne Deficit Reduction
Act. £Except for the Prompt Payment Act, wnicn was done
on short notice, tne Dedbt Coiriection Act and tne Dericit
Reduction Act nave c?used problems for tne armed services.
Tne services agree tnat tne Dericit Reduction Act wWi.l
contrioute tvo improvewents in casa management. JSut tne
full impact Wili not oe realized until compiete impilenen-
tacion nas taken place (wnen DOD and tne armed service
nave nad the opportunity to review a.l cash fiows). It
is possibie chat tne full implenentation may resuit 1a

.

savings. Tne ilavy anticipates tnat tae amount of cagsh

[

tnat disbursing officers carry adoard ships and tne casa
in safes ovarseas may b2 reduced (tne funds neld oy
disoursing officers on snips make up tne Larzest snare of
casa neid outside or tane Treasury).

3. SUry's

Tae prooiem identified oy tne idavy, and one tiati

13 a concern Lo ali tne ouner servic2as, 15 tie proceduire
tae Treasury wilis use in coupiliilasg, 2vajuaving, and
anaiyzing tae daca co.iectad [Rer. 101, Tae Treasury
Nas 50.ved Laid prod.em 0¥ 2asinyg tne raporving tacdusnoul

ine Federal gsovernment on tne numoer of casn iows.

192
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rederal azencias are c¢ividad inoo Iroups, and cacse

Witn rewer casa I'LOW3 nave 2ariier reporting datas. JSoae
. or tne federal agzencias aave conmpieted taeilr casa r'iow

reports. Tne Treasury nas estadiisned an automnaced sys:te.l

for analyzinz tae dacta. 20D 1is in tne last group of

reporting azancies. DOD nas tne iarzest number of casa

rrows and tae Treasury accedts tnhe fact tnat Tuldir casa

iy

LOW raviews @;ay noc be compiete prior to Sepuamper 1930,
3ut tne entire inpiementation process wili De goupiacey

a3 required because tne Treasury does not nave tne autadi"liy
L0 wWwaive tne reporting date. However, in DOD's case. j
taey Qi;; ailow partial reportini due to tae large nuaper

of cash r.ows. [Rer. 39]

Thne implementation of tiae Deficit Reduction Act,

lection Act, aas tne potentia. of oJeconing

§--

iike the DJeot Co
staznated and raiiing to ruifiil tae 1intent of Con;ress.

Tne absence of funding and @anpower suppors are ¢;':itica.

regquirements in view of past .egiziation and tae cuirrenc
2I70rLs L0 i1mpiement tnem. A3 mentioned agcove a2 sarvices
once2 azain, 1ave agad casn managament trorecad upon taen

ratne:; taan voiuntarlly taLing i@ Initistiv:.

v
ct
O
[#]
Q
=
[ 57}
C
3
[
(¢
c1

oroira:as 9r internas Control nrocadures, Tae ar.asa
S2rVIce5 are puttiag orta an enodrsious amount of eiior:

and Tline LS couply wita taglsiation as enactad. Tae

W
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insecurity of seems Lo se
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data bdase, The .wechanisu ror co.piling regquested dztz o
' inaplenent lejislative requirements is not availaole in

all cases. Eacn requirement is causin: a bLacklo; vecauss

]

tae fundin: and uanpower for _athering data 1s a functicn .
& of the current nanpower structure, If an automated
‘.-;. . . : 1, . . 3
¢, systerm 13 not availabdle, then zatherin: data becomes ti.e

consumini. Tor the Deficit [leduction Act, resources for

=

R couplying: witn the lejislation were not provided. Zven
¢
n the Treasury's Casn llanagement I.aprcvenment Fund was
:
L]
! establisned without a financial base. If Gramn-2udaan is
R an indication, the Deficit feduction Act will proceed
.
i Wwituout additional wanpower. hat will occur is that
&
[ . N . . v . \
. priority prograus will prevail. Funding and :.anpower
ﬁ sitould be incorporated in the legislation to ensure
0:'
W implenentation.
N
¥
5. AL DBJECTIVE VI
n:,‘
x The four catejories chicsen for casa Janaienent ravioau
l‘.
9 are depbt related, Tlealizing the prodlem encountered with
. deot collections, it appears that the Alr Torce and tae Lroy
2
ol
[ . . . e . . . .. .
iy W4ill experience oinor difficulty in documenting a2 caasi.
L)
) , . - . .- i oo _
i racelot flow,. ~ul tae davy will encounter Jifficulty Jux
| 1
. to lac!: of autcmetion. Turtuer poasezrcn in tiis area ic
g
n‘
. ancourased., The final i.plexnentation of the Deficit
AN deduction Act witoniln 20D and the ra2sults Tro.. that prociac .
. 1724
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Jil. Se a Jdeleralniag factody as Lo wnetner tae AcL conisi-

JUTeS TO Liprovamaats {a casa maasazenant.  «23L l.aporcancay

Wii. 200 fuliy impiement tne .egjislation? Tae Deficit
Reaqucition Ac: could be anoiner stap or tae end o casa
.slanagement legislavion. The pasic feature of tae Act nas
Deen 1incorporated in tne Gramm-RAudwman-Hoiiings amendment
Wdaich requires Congress to reduce tae budgetr weficit oy
330 oi1liion a year starting wita FY 36. ir Conzress
faiis to acnieve tne required deficit reductions, tas
process Will be dackstopped DY a procedure under waich
tne President could nace the needed reduction across-
the-poard, excent for Social Security. Sometning lixe
the Graam-Rudman-Hoilings is nz2eded to not only rescore
oudzet control as an end in itselif, but also to estabiisa
a fiscal position under whicn a gons*icut*ona; anenda@nt
could be adopted witnout disruption. Tne constitutiona.:it
of Gramu-dudman-doiiinzis 15 d2ing chaziengea in courc.

el

-

[$)]

Q

Tne arzument 15 tnat tne invouvement of tne longressi

fu

dudget Office i1in an action of tTae zxacutive 3rancn was an

utlonal violacion of tae separaticn Of Jowars. .

ct

unconsci

43). Tne actcion 15 3tili peanding.
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A.  SUMHARY

Tae vYerficit Keduction Aci was Congress's response o
puolic concern, rising deficits, and uncontro..ads.e
spending Wwitnin tne rederai goverament. fne Dericit
Rejuction Act is anotaer step 1in a series of iezisiative
acts and adainistrative ragulacions designed to impiguent
controi over spending and provide for iaprovements 1a
¢asn management procedures. Tne portion of tae Jerficit
Reduction Act deaiing witn coilections and deposiis resu.cvad
from a Grace commission recommendation ror iamprcving a2
efrficiency and eifectiveness of federal managers. Puviic

interest and concern nas forced congressional leadar

%]
«t
O

tage the initiative to reduce tae deficit.

The Deficitv deduction Act i one suca initiative
ained at improving casn manajeaant oy advocatiny quics
se3ponse 1in co.seclling and depositing recelpts wWita tad
Treasury. Tae Tresasury anas been d2siznated as tae adain-
isteriny azency Ly tine iegisiatvion. Ilneir zoali, advocaceu

L0 TR past, 13 T InsiiduTionaslle casn osanaszamenc

ajera. aovarn.aentc. Thne Dericic deducrtion acy

"1}

.0 tae

Treasury tals auvaoricy.

[¢7]

JLVe Ta
Tae Treasury seized tne 2ppOrtunity td Jale 2asn

manaza2neat as 3 funcelional and an alterasLnlve w2aclur:2 o

")
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manasemant's periormance.  Tae Traasury deziznel a2 2asa

TLOW rav.ed 2000853 @S Lae initia. step I'ar ifmpaeeneniing
tne veficitv deduction Act. 1T r23quires aili reaar-a:

ageancies o document receipts and disoursement casn I'.ous
and anaiyze tae:xl for ilmprovament and casil savinis.

Septamoer 1930 is tane deadiine for iapi2mencation or

Y

tne Derficit Reduction Act. Tae Proapt Paywment ang 2eoc

Cosriectrion Acts wWere clted as rererences toO Jdacveruine ta2

orecarious proovleds confronting DOD wWwnlle 1mpiemenciag
congressional s2gistacion. Tae implementacion piroc23s .5

[ 9

ifficuit ana perceivea as a forced Act rataer tnan a
program derived witanin tne defense coamunizy.

The armed services are experiencing simiiar proz.eas
witan tne Dericit Reduction Act tnat were encountared
during tne impilemencation of tne Deot Co..ection Acct.
Tne main proolen was tiane adsance Jf an auctouwated oysien
ror ccumplling and ormatLing tae reguired Jdata.

Javen ooatis Were r2guised to deterniine taaco full

>

rmplementatlon coulya not oe acaievead oeiore Septaanoe:

1300. Tae 1

>

v

C2aT4Vas Lh2 armed sai'vicas nave 120 Lnoroviag

casi adaanaamans Jo adt 2x13t.  Tas cerception Of a3viLIal

<

C3ol Lanalan2nt 10rc2d O 20 3,TAaCy 13 CounTars ZroadsLLv:

TO 3n 37engy J4231:a:05 3 Sial.as Lro




-~ - [ - . 3 . K . S ey o
Consegquent.y, a2 armad services spend time discuscing

Wways o .iiniialze tae errect of tae Treasury's rezorct.as

=? reguiraencts vice addressing the i13sues.

o .
;§ Conz-essionai leglslation c¢reates ungesrcalnty amoni loae

%E armed services. Hdost often in DOD, tae snortraii in :
}? impiementation is attriouted to insufficient runuas, lack

ﬁa O autowation, Or aisinterpretation of tne i23isliatlon.

i

Programns to iiplement regisiation vecome a regality or

i: ftinzer on frow year to year. Tae Debi Coisecrion Act is
B
?{ experiencing tiae itatcer.,
0
B Jepending on the service's accounting and finance
ﬂ‘ 3ystems, Uae current 2asn managenent regu.actory framedoryg
)
b
M . i . . . ) .
«ﬁ i3 well received or proolematic. Tne Hdavy 15 expzrienciag
B
Ay . . ‘ . . . .
¥ considerapie dirficulties witia tine Prompt Payment ana
? Jebt Coiiection Acts. A\ paraLlL.ei conclusion i3 3taced
teq
;b for tne Aray Witn tae Air Force perforaing more erfec-
,'!!
X
tiveLy.
& PPy . -~ . .
’M tne Dericit deduction Act Dejan &as 3 prod.emac.c Llsue
i)
R’
X ‘ : . - . L
@ witnout ieadarsaip from DOD. Jith a caange .n persoectivea,
%
b - .
' 05) aas intervenad and sponsorad a prograid Laat 2.ocves

antia.

')

accepiagie t'or tad ingerim.,  Jue Lo Tae 3Uuds

AUWOCEr 20 C3AsN FLOoWs witiin DI, oniy i@ Wioir gelecualae

¢ WA2TASr 1MDrovendnis Wiil 0@ nade .n Tile armea sarvices!
{% co..2ctlon, deposzits, and disoucszenients of casa. T2 aw
“
& - . . X -
m 10L01i3.2y fTocused on co.lection ana deposiis. fae [rzasw
]
o
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agded, Larouss reJu.ations, 9ii.iazs and disoursenanis

Lo i:s rev1e§ orocess. Tae Jdeficit deduction Act wiila
improve ¢asa management and perform as Congress intangad,
Tne proolem is ascertaining a position wnere ansiysis can
De accompiishned.

The inplementation of tne Deficit Reduction Aet dezan
witn the pub.iication, of tne Treasury's refaiation.
Foliowing a series of discussions and wmeetings, D0D aas
proposea an interim orogram vice fu.l implementacion
oefore Septenmoer 1936. The interim program 13 an anaiysis
of four casih receipt flows. The proposed casn fiows are:
(1) Qut-of-Service debts, civilian personnei, (2) Jui-of-
service debts, amiiitary, (3) Contractor deots and (4)

Miricary retired deots. Tne casn fiows are all deot

. reiaced. The armed service witn an effective deot coi_ecuion

program willi experience tTae least dirficuivy.
Tane Deficit Reduction Act wilili pe deiayed iandefinite.ly
af-.er the initiali implementation phase due vo Tne zcopne
of tne review process. Tae Dedt Co.iection Act was
enactea in 1982, and tae implementation panase is 3Tii. n
arocess in 193o0. The Deficit Reduc:zqn Ao wiis tollow a
Slwi.a3r pacta of staznation uniess tae Treasury intervanes.,
rou &n overall perspectlve, Tie armad se2rvices na2ea
<o Decome .aore 2fficiznt In casa sanademnent. Tae po.nt

13 rersacied 1n part 2Dy DooOr imp.ewantacion progframs a.d

199
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tne suostance of tae indivigual accounting sysctewns.

w

2 }]

I[ndivicuai.y, cae Air Force is perrorming aost erfectivasy

in tne area of casn .anagement.

3., CONCLUSIONS

To estabiisn a researcn fila. contact was made Witn ta2
Havy, Aray, and Air Force Accounting and Financs Canteirs.
Tne conversations tnat ensued revezjed tanat thne sudjact
of casa management was acctiveliy discussed at that Leve..
Tae Prompt Paymenc and Debt Coliection Acts remain cae
rocus or casn management discussions. This parcticusiar
point of view contriputed to tne deficiency in wors
perroraed on tae Deficit Reduction Act.

JJD i35 performing well under Prompt Payment Act

JuT no assessment of perforilance under debrt cosieciion
gan oe made gque 10 incompietaness. Taree factors afrected
tae i1221slative impiementation process: (1) timing, (2)

automation and (3) incentives or i1ack therecf.

Tae Proupt Payaent and Jdeopt Coliaction Acus suriacaa
tne issue of Tiwing., Tae tiaing ror cie Prompt Payaenc
iACT Was exce..enct. Tae Act osecaxe .aw in January 1922 )
and was fuisy Lmpiemenced in Occooer 1932. A consiazraczie
Lale La; 2@x13Lea Jdetween passaze of tae Jepu Co.:ec.ion -

119




2

Act and :t3 lad.emencat.on wnich i3 In process. 1iain; i3
arfected Oy tae coaprexicy and iejaiity or tne re,.3iation.
. Limiting tiue time iaj 15 crucial to main:alnin;.tne
3pirit of Tiane law during tine lapiementation paase.
WJitawn DOD tne implementation process is dependent
' on tne avaiiapi.ivy of an aucomated system for dJdacta
: correcvion and reporting. Tae service possessing auctowmaced

capaviiity to respond to requirements will experience

% Ltess difficulty during the implementation process.

t

i Thne lacx of incentives affect tne implemantaciion

! process. Programs without incentives nave caused a lack

{ of concern for iaproving casih management. Legisiation

't

4 . nas oeen directive in nature vice motivationai. There i3

N

' a rusa for resuivs to satis{y seniors and respénd to

S publlc concern. The atvtitude at the finance centers

i t'iuctuates (2.2., tne Havy's concern 13 for saips and
Gisoursing officers performance on.y).

i a. Tn2 desulcs

% (1) Tnhe timinz for ctne Deficit Reducsion Ac:
is erfective. Tane lesisiation Wwas enacted to raduce itae

? darficiv. Presenctiy, the federal dest Is a top prioriiy

i

g issu2. Tae law provided tnat 1mMp.RiienTatlion wWwouid te 1a

arrect oy Septeaver 1336, Tae armed services are wWoriin.,

- ’ toward caat Jata.

A e !
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{(2) TIae Jefici: deduction Ace wil.. Jeguire an
3uctomaced syst2a Ior data cos.eciion and re2poriing.

(3} Tnere are no 1ncencive§ for 1astiltuting
tihe Deficicv Reduction Act. It is perceived as a d.:ezt.ve
by tne armed services. Tnis wiil affect che imprewenzacion
process and tae nuaver of personael a:iocated ro perror.
casn fiow reviews. The arued services are not perroraia.
weil under the Prompt Payment or Desbt Coiiecricn Acts
col.2ctivery., Jdita tae Deficit Reduction Act penaing,
tae armed services aave denonstrated a 1ac« Or incantive
and concerrn to aggressively comply witn tae Treasury

requirementcs.

2.

vlanagzeuent

A consensus opinion among tae services cite Lae
Jeficit Reduction Act as effective lesistation. Alzazu,n
it 135 difficult To guantiry tne sav.inzs presencly, tae
concept of tae lejissatlcn indicates a potentias ror
savinzs. The support for tne Lezisiaticn is basa2d on
038307 experiancsas waere axcessive amounts 21 casa r'eceigsts
dere freguencliy detayed Drior to dedos.ting wita a2
Treasury.

3.

Tae 2xcessive numoer of ¢asn 'LoWs witain 2Jo

cannot oe docuw2nted 2rior to Septamdber 1380. Tae i.,2asury

112




daived T.ae reguiiraent ror rull iladiementatlon oy aL.owing
a iimlted raview. Tae aried services wiil document on.y
four receipt casn f.ows during tae inictial pnase to .eel
tne deadline.

4,

wartan;ed

Until ali cagn fiows are compieted, the rindg
results wiii remain incompiete. Tne proo.em tae Treasury
must resoive is motivating DOD to compiete tiae review
process as designad., The casa riow documentation wWlil
reguire an enormous aiount of tiume to compiete. Tae
Treasuryis directive, witnout funding or additiona.
personnei, Wili cause an adverse arfiect en the ar.ed
services. 9n a micéo-leve;, tae Treasury Wwiii oenefic.
But To save one dolliar, tne armed services must invest
rfive or six doliars in lLapor and tiame. Tne arwmed servicas

are concerned aopout tae cost/venefit reasonling associace:

The Treasury nas tais autaoriiy carougn tae

Jericit Reduction Act. Tne2 potential for s3uccass io

tair. Tne Treasury can assess enarges 133inst 3¥encxe;
for faiiure Co ¢oilpiy wWita casin @manajewent Le.Jis.3t.con.
Tre amount caarzed is determined o2y tae Treasury's ascessa

or vae Cagzn lanazement Prozraiun. The effactiveness or
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tne t2xiszacion d20enas on aow tae Treasury @xers.ses Lo
autanority. Tne Treasury will Jdetermine waetner casa

Janasement oecgomes ihnsvitutionalized or now. :

The infiux orf .egisiation identifies tae need for improved
casn managewment Witnin DOJ., The asmount of iegislation i3

excessive. Tae Jeficit Reduction Act auzgmenis tae proo.en

[

tne armed services pirresent.y encounter in perroruing
under tne Proxipc Payment and Leot Coilection Acts. Tae
D,/0posed casa reviews are deot management initiatives out
Dabt Coslection impiaxmantation nas not been completed.
Tnererore the proviem is coupounded. Tae armed services
are atteupting to improve casn manazement and nave expar-
ienced modérate success in Prompt Payments.

Incentives are essential in ensuriang tTae succels
of tne i1ezisiavion. The iLacik of an incentive syscem has

oeen cited as a Jroo.em wilean ainders efrective ¢

%]
| 7]

manazement witain J00. Casa managers ocelow tae agadquarcta..o
Lever (Accounting and Finance Cencters) task tue 230al3 and

incentives, resulclng in 1835 taan opLinldl €asn wanasca2nl.

Tae Treasury's aUTNOrLzation TO WILve tae radu..c2man.
I'o¢ Ta2 Souigi2tlon of G.a casa fiows wiztain 00D, aii not
COLIDLY WlTa Tae 1nient or Consress. Tae 1lncent of Soniceus

Wa3 Lo aave prozscanls lnplenented (oy Septemoer 1350)
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WillC WOULd Sa0W iaprovenents 10 Co.i22Tion and daoos.ta
! and tae.ir 2fract cn tne deiicit.
. d.

armed services

Coliectively,

taa ia3& a reguLar
systea for aonitoring the casa manajement parforaance ol
subcordinate acvivicies. Presentiy, tne armed servicas
depend on tneir respective auditing agencies for assessing
T:l@ ¢casn management performance. Tne auditing ruacticn
13 not performed on an annual dasis waich restricts

regular monitorinz of performance.

Tne finat

ct 13 two or thnr

2.

be measured o as

and disbursements

implementation of tune Deficit deduction

ee years away. Tne fuil impact canno:

sessed untii ali casn fiows (receipts

have deen anaiyzed and documented.

The lmpiementation of tae Deficit Reducction Act witain

JOJ) will oecome staznated u
Tau2n 2y tae Treasury. Tae
rte@3lsiavive reguirements ar

acitlitude toward casa

manajze

Wwas oveiwnelining out ae in

niess 2roiressive action is

ltack of 1inceactives and exceossive

(27}

e affectiny tne armed service

Jdent. nitialsly, tae

supoore

fiux of -.e ation i35 causiag

-
3

ang a caanje in attitude voward casn macagemenc.

is nov erficiant Lo Just lisaeaent ta Jdenc

T
i w

-~

Sf 1Le;is.ation pecause iU 1¢ Tae L3ad.  lacaar,

o tne armed s=2rvices saould o2 Uo

iapienenc
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in 3 @m3anner tnac Will 2asure tae err

("

cLilvana3s or L2 L3
i3 uaximizea. Tne i1anitlai pian for tae pPericit aeductioun

ACT Wlli nOT aiidWd TAiS TO occur,

C. RzZCOMHMENDATIONS

The nexi step i3 performing an anaiysis of tne cada
rfiows and thne development of an integrated, tully aucomatad
system to increase the processing of coilection and
deposlts. Additionai researca 2fforts should address tae
orooiens in deveioping an information sysiem tnac i1denctitfies
areas ror liuprovemencs, provides tne necessary .manajer.a.
reports, and idencifies managers resoonsibie for coOilection

and deposits under tn2ir autnoricy.

Tne iai1vial reviaw proposed by J0D is satisiracLosry
tor tae interiw. To complete tne impiementacion procass.
vae Treasury saould request a detaired pean frow DOD.
fae pian snoulsd cutiine renalining caca f1oW3s and provia
dates Waen raviews Wii. De parioraad.

b RN

3. T

To ensure tnat casn managenient it deln; perivried
rl 2 by

efffectively, tae armed services' raview Lrooains 3c2




needed. Tne services cannodos rely on auddlt a:gsnclas oo

perroi'm casia riow reviews. Tae Treasury's Casa danagaaean:

. . feview Guide is appropriace for estavilsniang a casn
£ slanagement review prozgram. Supordinate activities sacuid

SuDHIlt annual casn .low reviews to tne accounting and

.

tinance cencers for analysis. Improvements saouid be

i
; made wnere approoriate. Tne accountia; ana finance centess

MUSL pursue casn manajgement effectiveness :more astiveLly.
¢
[] ]
1 4.
i
M
b
¥
' Presentliy, there are no incentives to encourag:
} and motivate tae armed services tTo Jecome azgress.ive
] . . .
i toward casn management. One specific sugzestion to
\ .

reward ctne armed services would involve allocating a
2 Jercentage of tae savings resulting froa the casa fiow
k)
} raviews o thne service.

5. Tane
¢ a_Q_E_J._D_D.a_._ 5 >
Y
It . Do
¢ [ne difrerences amons tae services 300Uld ST
¥, '
|

¥ :
i atrfect tne excnanie of ldeas., especla..y waen confroncad
5 Wil CaCe Zaiie prooscams. An examp.e: Tae Ar.y i3 enccun-
4‘.
Q LeUing a pgrodaen Wil civilian personn2: asvarseas. ]
» : |
Q Air Force's 32.ution O TAals proovien i35 TO ASsiyn Jdililiary 1
n versonnes Lo Tae 91.1i2Ts.  2ut 1o laquirlies ara nade ‘
\)

ostween a@anagers 1n eacn service. Taeir interaction to

-
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JdLoCUsS and plad »83135.aTIV3 L002@NeNniaction oro.,raus
s31n0uid pe tae start of 1nro.saation saacsing anad a0t Lne ead.
Tae laplemencaction of tne Dericit Ha2duccicn A .
Wwitnin 20D wil: ve tiae consuming and 3 Lliag2aring issue
uniess tne Treasury requests tnat DOD take immediate
action to scnedulie impiementation of tane remaining casa
fiows. If tae Treasury fails td act, finai resu:iis ol
tnis iezislation will 2e several years away.
Fucure researcn couid: (1) crace tie finai 202
iapleaenczaction of tane Deficit Reduction Act; (2) pertoru
an analysis or tine Graam-3udaman-Hoiilnzgs and its effect
on tna deficic; and (3) perrtorm a :raviaw Of casn meaagsaent

s23islation (intent and results).
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